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P. O Box 798

G undy, Virginia 24614
(540) 935-5257
MASON BRENT: Good norning. M nane is Mason Brent.
I'm a member of the Board. I represent the 0il and Gas

Industry. Today I'm filling in as Chairman for Benny Wampler
who could not be here. And before we get started, | wll ask
my fellow Board nenbers to introduce thenselves, starting
w th Max.

MAX LEWS: Max Lew s, a public nenber from Buchanan
County.

SANDRA RI GGS: I'm Sandra Riggs with the Attorney

General’s Office.

BILL HARRIS: I'm Bill Harris, a public member from
W se County.

CLYDE KING: I'm Clyde King, a public member from
Washi ngt on County.

MASON BRENT: Thank you. | understand the first

item on our agenda, docket nunber VGOB -98-03/24-0641 has
been continued. So, we’ll move on to the next item on our
agenda. The Virginia Gas and G| Board will consider a
"Notice of Recommendation for G vil Charge" in the matter of
Cabot O and Gas Corporation. This is docket nunber VGOB-

98-04/21/-0647, and I’'d ask the interested parties to come
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forward and address the Board. Please introduce yourselves.

TOM FULMER: You want ne to start?

ELI ZABETH McCLANAHAN:  Sur e.

TOM FULMER: Tom Ful ner, Director of the Division of

Gas and Ol and with ne is M. Gary Eide, area inspector for
the Division of Gas and G |.
ELI ZABETH McCLANAHAN: El i zabeth Mcd anahan with

Penn, Stuart & Eskridge representing Cabot O 1 and Gas
Corporation and with me is our drilling foreman, Bill Wight,
and resident engi neer, Doug CGosnell.

TOM FULMER: M. Chairman, | have a handout in

regards to the Cvil Charge Procedural Rule adopted by the
Board for this matter.

MASON BRENT: Shall we go ahead and swear anyone who

is going to testify before the Board?
(Al witnesses are sworn.)

TOM FULMER: M. Chairman, | bring before you today

a recommendation for a civil charge based upon the G vil
Charge Procedure Rule adopted by the Board in May of ‘92.
This matter concerns a...an access road in regards to a
permt application in operation conducted by Cabot G| and
Gas in Tazewel|l County. Let ne see, what did | do

with...well, did | give that out to sonebody...|l was | ooking
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for ny copy of the...did | give that out to anybody?
GARY EI DE: Copy of what?

TOM FULMER: The order that | issued. Anyhow.

Sorry, Mr. Chairman. I’'m hunting for my order that I issued
and I don’t know if I’ve given it out. I had it here a few
m nutes ago. There we go.

MASON BRENT: Ckay.

TOM FULMER: Subsequent to a violation issued in

regards to the non-conpliance...or non-conpliance of the
st andards of erosion and sedi nent control for an operation
named as COGC #14 as permt nunber 3280, and for our records,
file nunber 280046. Violations were issued on this
particul ar operation in regards to, again, non-conpliance of
soil and erosions standards of the |aw and regul ations. This
NOV was not appeal ed as required under regulation 1.18,
Notices of Violation, within the specified tine and the e...
subsequent of the NOV, a few days later, this matter

required the issue of a closure order on this particular

site.

I’ve handed out to the Board copies of the
Cvil...Gvil Penalty Procedure Rule in which it describes
and prescribes the matter in which we should...we should

assess civil penalties and what we shoul d take under
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consideration. These were done and a subsequent order was
issued in regards to this on March 2, 1998, and I'm bringing
it before the Board. The Cvil Penalty Procedure Rule...
have also, in that Cvil Penalty Procedure, highlighted the
section in regards to the procedures at this nonent and tine
and before the Board and what the Board is to consider in
regards to this. As far as the determnation that the
Department has found, or the Division has nade, is on page
two of the order.

The first point that we nust consider is the
seriousness point determ nation and this involves
significant...whether the violation required or caused
significant offsite inpacts as occurred well beyond the
permtted site, the continuation of the permt activities
woul d greatly increase the potential of further offsite
i npacts. The continued of tracking of nud onto the state
hi ghway woul d cause potential risk of hazard to public
safety. According to the procedure rule, we...we recomended
a point standard of six.

Under the degree of negligence, which is the next
category, we determ ned a gross negligence is found based on
the permttee...representatives of the permttee were aware

of the site inpacts when we issued the notice of violation on
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February 13, 1998. The pernmittee continued operations

wi thout fully abating the original violation. The
permittee’s action continued to create offsite impacts and
hazards safety circunstances up until the issuance of the

cl osure order on February 19, 1998, one day after which the
violation was to be abated. W assigned a negligence points
of four in that regard.

As to good faith credit, the violation was not
abated before the abatenent tine date. W assigned it as
zero because we felt like that he could not conply with that
abatenent at that point in tine any how because of the
seriousness resulting fromthat original permt...origina
vi ol ati on.

On the history of violations in this particular
situation, we don’t have a history of violation in regards to
this non-conpliance of standards with Cabot G| and Gas. So,
we nmade a determ nation to reduce the base civil charge with
ten percent.

So, that leaves us with a total point assignnent of
ten, based upon the Procedural Rule, again, the latter part
in the recomended civil penalty assessnent. So, the base
civil charge anobunt woul d be twenty-seven hundred dol |l ars

($2,700). The history of violations applied would be m nus
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ten percent of the base, which would be two seventy (270) and

t he total

anount woul d be recommended was two t housand four

hundred and thirty (2,430).

(2, 430) .

Boar d?

CLYDE KING What was that figure, Tonf

MAX LEWS: Two t housand four hundred and thirty

TOM FULMER: Sir?

CLYDE KING How nuch was that figure?

TOM FULMER: Two t housand four---.

MAX LEWS: And thirty.
TOM FULMER: ---and thirty dollars ($2,430).

MASON BRENT: Did you have anything el se?

TOM FULMER: Not at this tine.

MASON BRENT: Any questions from M. Fulnmer fromthe

MAX LEW S: Have they had any violations of this

type before? You said...I believe you said they hadn’t,

didn’t you?

TOM FULMER: Not of this type.

MAX LEW S: Yeah.

MASON BRENT: Any ot her questions?

(No audi bl e response.)

MASON BRENT: M ss Md anahan.
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ELI ZABETH McCLANAHAN: M. Chai rman, | have no
questions of the inspector. | do have evidence that we woul d
like to present.

MASON BRENT: Proceed.

ELI ZABETH McCLANAHAN: Ckay. In this particul ar
case, Cabot’s position would simply be that as you heard the
i nspector indicate, the closure order was issued by the Gas
and Oil Inspector’s Office because they thought to abate the

violation at that particular tinme would actually cause

addi tional damage at that particular site. And if you | ook
at the dates on which the work was being done at this site,
you will realize fromthe daily well logs, which will be
introduced by M. Bill Wight who is the drilling...who was
the drilling foreman at the tine, on the 27th of January was
the date this well was spudded. Unfortunately, it was the
sane date that the good Lord decided to dunp severa
inches...actually several feet of snow upon us. That

eveni ng, the weather conditions were so poor in fact, that
men who were working on this particular well site actually
had to spend the night in the woods at the well site because
they could not |eave that particular well. Wat then

happened was at the time, and you’ll see from the
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climatological data that we’ve given you, which is actually
climatol ogi cal data that was taken at Richl ands, because
that’s the point where this data is gathered in Tazewell
County, which is at an el evation of about a thousand feet
lower than the actual well site that we’re discussing here.
You’ll see that the weather conditions continued toO worsen
during the entire tinme that this well was bei ng worked on.
From...in fact, on February 13th you’ll see, which was the
date the notice of violation was entered, precipitation
continued on that day. The tenperatures were above freezing
for nost of the five days within which we had to abate the
violation. So, the snow continued to nelt during that tine.
At the sane tinme, we continued to have nore precipitation.
Every day of the five days you’ll see from February 13th to
February 18th, which was the five days we had to abate the
violation, it continued to rain with one exception,
Valentine’s Day, it did not rain of those particular five
days.

It’s simply a situation where Cabot was doing
everything that it could possibly do under the extrene
weat her conditions that it faced. The timng was obviously
problematic as a result of the spud date and then

hydrochl oric acid was also put into the pipe and of course
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the hydrochloric acid can only stay in the pipe for a certain
nunber of days w thout causi ng damage. So, Cabot had to have
the trucks towed into the site to actually treat the well and
perf it. So, as a result of these particular actions that
had to be taken, the road continued to get worse instead of
better just because it continued to rain

So, we are sinply taking the position that, due to
t hese exceptional factors that were present over which we
obviously had absolutely no control, that we’re asking the
Board to waive the Cvil Penalty assessnent as a result of
t he weat her.

The first witness | would like to call is Bill
Wight, who is the drilling foreman on site and | have an
exhi bit here which shows you the well history on this
particular well starting with January 28th of 1998. |If | nay
approach the Chairman?

MASON BRENT: Pl ease.

(Ms. McCd anahan gives Board nenbers copi es of
the exhibit.)

TOM FULMER: M. Chai r man

MASON BRENT: Yes, sir, M. Ful mer.

TOM FULMER: 1I’d like to object to this. If it’s to

the NOV, I don’t see what relevance this has.

10
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ELI ZABETH McCLANAHAN: M. Chairman, the rules are

clear that we may, under the negligence section, present
evidence with regard to exceptional factors that nmay have
been present, and if you’ll look at the definition of
negl i gence, we have been charged with gross negligence and
that particular definition is that gross negligence neans
"reckless or intentional conduct”. And our evidence is being
presented to convince the Board that we were not guilty of
reckl ess or intentional conduct on this particular site
because, in fact, the weather conditions during this tine
period were ex...very extrene.

MASON BRENT: I agree with that. I’'m going to deny

obj ecti on.

Bl LL WRI GHT

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY M SS Mt CLANAHAN

Q Ckay. M. Wight, would you pl ease state
your full name for the record?

A Bill Wight.

Q And what is your position with Cabot?

11
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A I’'m a drilling foreman.

Q And how | ong have you been enpl oyed by Cabot
Gl and Gas?

A WIlIl be twenty-two years this first of Muy.

Q And during the twenty-two years that you’ve

wor ked for Cabot, what has been your work experience
background?

A Sonme of it has been in the production
department, but for the most part I’'ve been a drilling
foreman, supervising drilling operations.

Q And what have been...could you explain to
the Board your duties in connection with this particular CGOC

14 well that’s located in Tazewell County?

A Do you want a general description of ny---?
Q Yes.
A My good general description would be that |

sonetinmes go out with the surveyors and help | ocate the

| ocation sites to be built; supervision of the actua
building of the locations. I’'m in on moving the contractors
in for the general, part of it; the perforate, bond perf
stipulation par frac in the well. I’'m also there on some of
the reclamation part of it to neet environnental standards.

And that is ny general description of what | do, yes.

12
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Q kay. M. Wight, the well history the three
pages that I’ve submitted to the...I’ve presented to the Gas
and Q1 Board, can you explain what this well history
i ncludes, what information that includes?

A I don’t know if I understand the---.

Q Well, generally what...howis the well
hi story conpiled by Cabot G| and Gas?

A Just on daily activity sheets which we fill
out and send in on a daily basis.

Q Ckay. So, if...were you the foreman at this
particular CEOC 14 well site?

A Not through its entirety, but | was there
on...at the tine of this spud date, which was January 27th.

Q Ckay.

A | was there at the tine of the big snow fall
where we were.

Q Ri ght .

M SS McCLANAHAN. Ckay. M. Chairman, | would

submt M. Wight as an expert witness in drilling operations
and production matters and also would submit this as Cabot’s
Exhi bit One.

Q All right. M. Wight, can you just explain

to the Board...you have indicated that you were there on

13
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January 27th, which was the spud date for this particular
wel |, can you please explain to the Board essentially what
happened on that date and then what happened fromthat date

t hrough the present date?

A Well, we noved in and spudded the well on
the 27th of January. W had the big snow fall. W had
already hit a total depth of the well. W had nade the hole.

So, therefore, pretty much commtted to go ahead to run our
eight and five-eights inch casing. So, we were down for
t hree days...four days and then on January 31st we ran our
eight and five inch...five-eights inch casing and cenented it
in the ground and at that point, I was relieved of duties at
that tinme because we were doing work...a schedule of ten days
on and three days off to give us, you know, a little break
fromaction hours. So, at that point intinme, | was relieved
of ...tenporary relieved. There was another drilling foreman
that canme on that point in tine.

Q And you have...at the point in tine that you
cane back on to this well site as the drilling foreman, you
actually reviewed the drilling foreman’s daily logs during
t hose days, is that correct?

A Yes, to pick up operation for that well.

Q So, you will be able to continue to nmanage

14
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the well site?

A Yes.

Q Can you just explain the snow conditions
during the tinme that this well was being spudded and drilled
and the conditions that the nen were working under?

A Ckay. At that point in tinme, | think this
was on the 18th or 19th, the first day back from days off, |
had nmet with that point intinme with Gary Eide. And we went
out and | ooked at the location at that point in tine. So, at
that point in time, the conditions were bad. The sides of
the road were essentially diked by snow where it had been
shoved to the side of the road with the dozer and which kept
the runoff of any water into the road. Now, there was pl aces
the conditions were bad. O course, they, and | say Cabot
Ol and Gas, had put sedinent barriers at the tinme. It
| ooked |ike they had nmade an effort to contain sedi nent and
runoff, which the water was so severe that it couldn’t
contain everything that was there on the runoff.

Q And so on February 19th, is that the date
that you actually nmet wwth M. Eide at the site and he issued
t he cl osure order?

A | think it was the 19th, yes.

GARY El DE: Yeah.

15
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A It was the 19th.

Q And can you explain your view of the weather
conditions at that particular tinme?

A The weat her conditions at that tine...|I
can’t remenber whether it was raining that day or not. |
think it was somewhat. Maybe it wasn’t, but we had
definitely had a bunch of water. | nean, the ground was j ust
totally saturated and every place...all the ditch |lines, the
hill side had water com ng out of them where the ground was so
saturated with water.

M SS McCLANAHAN. Okay. Those are all of the

questions | have for M. Wight.

MASON BRENT: M. Fulnmer, do you have any questions?

TOM FULMER: | do have just a few questions.

CROCSS EXAM NATI ON

QUESTI ONS BY MR FULMER:

Q M. Wight, you were not there on the
February 13th?

A No, I wasn’t.

Q Ckay. That was the date of the NOV
i ssue...the original NOV issued.

A (Wtness indicated in the affirmative.)

16



Q Ckay. You were there on the 18th when the

cl osure order was issued?
A On the 18th.
GARY EIDE: It’s the
Q 19t h, okay.
MAX LEW S: 19t h.
A Yes, | was.
Q And were you
operations continued fromthe

A. No, that was

aware just by conversation with ny relief,

..the 19t h?

19th.

aware, or have know edge,

13th through the 19t h?

nmy first day back. So, |

t hat

was

St eve Wal | br own,

that the location was bad. I didn’t know the complete

severity of what we was up ag

the road was that bad.

ainst. No,

TOM FULMER: That’s all the questions I have.

MASON BRENT: Any questions fromthe Board?

(No audi bl e respons

MASON BRENT: Procee

M SS Mc CLANAHAN:

DOUG

e.)
d.

like to call

GOSNELL

Doug CGosnel .

havi ng been duly sworn, was exam ned and testified as

foll ows:

17
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DI RECT EXAM NATI ON

QUESTI ONS BY M SS McCLANAHAN

Q M. Gosnell, will you state your full nane

for the record, please?

A Dougl as CGosnel | .
Q And your occupation and title?
A I’'m a petroleum engineer and a senior

drilling engine with Cabot Ol and Gas.
Q And what are your duties as senior drilling

engi neer for Cabot Q| and Gas?

A My duties involve coordinating the drilling
and conpletion activities for the planned drilling program
within Cabot G| and Gas; supervising the drilling forenen;

and working with them and contractors to acconplish the
conpany goal s.

Q And can you expl ain your educationa
backgr ound?

A I’ve got a Bachelors in Agriculture, a
Bachel ors in Petrol eum Engi neering, a Masters in Petrol eum
Engi neering and P.E. Registration in the State of West
Vi rginia.

Q And all of these degrees were obtained at

West Virginia University?

18
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A Yes.

Q And do you...the license that you hold is a
Prof essi onal Engi neering License fromthe State of West
Virginia, is that correct?

A Yes.

M SS McCLANAHAN: And M. Chairman, | would submt

M. Gosnell as an expert witness in matters of professiona
engi neeri ng.

MASON BRENT: Okay. He’s accepted.

Q M. Gosnell, have you visited the site of
the COGC 14 well in Tazewell County, Virginia?

A. Yes, I’ve been there three times. The first
time was March 5th. | net Gary Eide and we drove in a
portion of the way and then we wal ked another portion of the
way and reviewed the situation and di scussed what coul d be
done and what we needed to do at the tine. | subsequently
visited the location again on April 7th to w tness what
recl ammati on and work had been done on the | eased road and
| ocation to correct the situations and just recently, Apri
17th, | again visited the site to inspect it and see how it
stood at the tine.

MASON BRENT: Could you tell nme the first date again

that you visited...the date of your visit?

19
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A. Mar ch 5t h.
MASON BRENT: W©March 5t h.

Q And M. Cosnell, can you explain the
climatol ogi cal observations for Richlands, Virginia that
we’ve submitted to the Gas and 0il Board and how, in your
opi nion, you believe those conditions affected your ability
to abate the violation prior to the closure order being
i ssued?

A According to this information there on the

first date, February 2nd, 1998, was the day that we were shut

down and then February 2nd, we begin drilling operations. At
the time there’s a...the depth in there as indication of snow
fall that is existing on the ground. Richlands does not

record snow fall. Al they do is record the anount that is
remai ni ng on the ground. Subsequently, you can see there
under participation on inches begi nning February 3rd, it
began raining. There was seventeen one-hundredths of an inch
on that day. Snow fall remained at five inches on the
ground. The subsequent day, there was nine-tenths of an
inch of rain. The maxi mumtenperature was only thirty-nine
degrees. The mninmnumwas thirty-four degrees, and then in
the sanme tine nmaybe, | have nearly an inch rainfall. They

lost two inches of snow pack at the time. So, it’s readily

20
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apparent fromthis information that there was not enough
freezing weather or significant cold weather to bind...to
bound that water and with the snow nelting and additiona
rainfall, it was really nore than the | ease road woul d
handle. So, it was...it was a situation that was very dire
totry to mtigate.

Q I n your discussions on March 5th, 1998, the
cl osure order had been issued a nunber of days before that on
February 19th and in your discussions with the inspector on
March 5th, did the inspector indicate that it was too early
to actually go back on the site as a result of the conditions

at the site at that particular tine?

A Yes, Gary and | discussed that the road was
just still too wet...everything was too wet. There
was...wasn’t sufficient drying to allow passage of vehicles

W t hout causing any increased damage. So, we decided at the
time that it would not be prudent to open it back up.
Q And so the soonest Cabot G| and Gas was
able to get back on the site was March 27th, is that correct?
A At that date, yes, Gary opened up...gave us
perm ssion to bring out the service rig that was in there and
also the...| believe the water tanks that the contractor had

on location. And the followng day | had the rig brought out

21
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and I believe the...I’'m not sure whether the tanks came out
the foll owi ng day or subsequent to that.

Q So, essentially the weather conditions as
they are listed on this clinmatol ogi cal observation sheet
prevented Cabot G| and Gas frombeing on the site at all for
approximately five weeks, is that correct?

A Yes, we...we shut down according to the
closure order and the rig itself sat out there for that
period of time. W reached an agreenent with the contractor
to leave it out there because we couldn’t physically move it
due to the cl osure order

Q And you becane involved on this particul ar

site for what purpose?

A As part of my responsibilities | assuned as
senior drilling engineer, |locations and reclamation al so
become part of my responsibilities and it’s...it helps me to

be able to get out and see the problens that we do have,
understand what we can and can’t do, and try to alleviate the
probl ens where they occur.

Q Looking at the well history for this
particular well, can you explain to the Gas and O | Board the
issues with regard to the date on which you put hydrochloric

acid into the pipe and the reason that had to be---?

22
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A When the four and hal f casing was run,
believe that was on the 7th...it’s report date 2/8/98 on your
chronol ogi cal history. The date the four and hal f casing was
run, it was cenented in the hole and by...once the cenent was
punped down the hole, it was followed by two hundred and
fifty gallons of fifteen percent acid. It’s a common
practice to do that for conpletion activities later on. That
conpletion rig will come in there and we will need water |ine
service. The conpany wll perforate the well and the acid
and allow it to clean up the perforation, and then at that
point, we will be bringing the...another service conpany to
hydraulically fracture of the well. Once we place that
hydrochloric acid in the pipe, we have approxi mately two
weeks to which...to punp that away. Oherw se, severe danmge
can occur to the pipe. It...we punp in an inhibitor with the
acid, that’s why we...it gives us approximately two...two
weeks of time to be able to wait until we get the other
equi pnent in there. But after that two weeks, that inhibitor
is no longer effective and can |ead to severe damage to the
pi pe and ultimately loss of the well. So, once that is done,
it sets a course of events in notion that we really have to
conpl et e.

Q M. Gosnell, have you taken pictures

23
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recently that will show the abatenent procedures that have
been taken by Cabot G| and Gas since March 27th, 1998, when
you were allowed to go back onto the property?

A Yes, on April 17th when | was |ast out there
| took pictures. | believe it was...was it May 5th when | was
out there with you, Gary, that you took sone pictures and at
the tinme---?

GARY EIDE: | believe it was March 5th.

A ---yeah, excuse ne. March 5th. And | tried
to copy, or renenber roughly, where he had taken as before
and take sone additional pictures to see how things have
changed over the tine.

ELI ZABETH McCLANAHAN: M. Chairman, | would like to

submit the climatological observation data as Cabot’s Exhibit

Two and these pictures. Perhaps it would be easiest to...just

to call one Exhibit Three, if that’s acceptable to the Board.
A How do you want ne to do that?

ELI ZABETH McCLANAHAN: Ckay. How...would you |ike

for himto stand here in...mybe in front of you to explain
the pictures that he had taken or---7?

TOM FULMER: M. Chairman, | would |like to know what

t he rel evance is.

ELI ZABETH McCLANAHAN: The rel evance of these
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pictures is the...again, the mtigating circunstances of the
weat her at the tinme of March 5th when the cl osure order was
entered and how t he weat her cond---.

TOM FULMER: The cl osure order was entered in

February.

SANDRA RI GGS: February 18th.

ELI ZABETH McCLANAHAN: No, the closure order was in

effect on March 5th of 1998 and therefore, we could not get
back on the site during that tine period. It was entered
February 19th and stayed in effect until March the 27th,
1998.

TOM FULMER: I'd still like to know what the

rel evance is.

MASON BRENT: What...what are you trying to

denonstrate, Elizabeth?

ELI ZABETH McCLANAHAN: We'’re trying to demonstrate

the good faith effort of the operator to abate the violation
upon the issuance.

TOM FULMER: Mr. Chairman, I'm not...I’m not

questioning good faith of themtrying to abate the cl osure
order of the NOV. I’m not questioning that fact.

SANDRA RI GGS: There were no points assigned or

assessed for a lack of good faith in this assessnent, is that
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correct?

TOM FULMER: Ri ght.

ELI ZABETH McCLANAHAN: No, but you...points can be

assigned for a good faith credit thereby reducing the points
that were given for seriousness and the issue of seriousness.
We have been given six points which indicates significant
actual or potential damage correctable only after substanti al
effort and tinme. And so, we believe that these pictures are
relevant to that seriousness and the good faith credit that
can be applied to those particular points. W certainly
accept the stipulation by the Gas and 0il inspector’s office
that we have appropriately abated the violation.

SANDRA RI GGS: We’re 100king at Section six of the

rule on good faith points. It says, "The inspector nay award
good faith points when an operator conplied with the renedi al
action required by the NOV or CO prior to the date set for
abatenent."” Wat was the abatenent date that we’re talking
about here and that sets the time period you’re talking
about ?

ELI ZABETH McCLANAHAN: |t al so says, "If neasures

were taken to abate the violation in the shortest tine
possi bl e,” under table three of the good faith credit

det er m nati on.
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TOM FULMER: The abatenent was to be done by the

18t h.
MASON BRENT: By the 18t h?

TOM FULMER: O February.

MASON BRENT: February?

GARY ElI DE: That was the NOV.
TOM FULMER: That was t he NOV.

BILL HARRI'S: M. Chairman, just a quick question.

Is that normal for a five day...abatenent in five days, is
t hat normal ?

TOM FULMER: I n the seriousness...considering the

seriousness of the violation, yes. It was an inmmedi ate
abatement that should have occurred....well, I’"11 let her
conti nue on.

ELI ZABETH McCLANAHAN: It’s interesting...it’s

interesting to note too, that wthin those five days, two
days were Saturday and Sunday of the five day abatenent
period. But even at the end of the abatenent period, the

i nspector hinself issued the closure order because he
determ ned that no one should go back on the property. So,
the decision was nade at the particular that the...despite
efforts that had been made by Cabot during...you’ll notice

fromthe report that was witten by the inspector, that Cabot
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did, during this five day period, increase sedinent barriers.
That’s listed in the report that was made on February 19th,
| believe. The inspector indicates that Cabot was working
during that tinme period to actually increase sedi nent
barriers and had done so, but that they had not taken effect
as aresult of the additional rainfall that had been...that
had come during that five day period as well. On the...it'’s
actually Mr. Eide’s report of February 19th, '98...in Mr.
Eide’s cover letter of February 20th, he indicates that, "Any
efforts to correct the problens now or travel the road w ||
only contribute to the offsite environnental inpacts.” Then
on the actual inspection report, M. Eide indicates that,
"The sedi nent control which operator did establish is not
adequate to handl e the sedi nent which has eroded off the road
and continues to erode off the road. 1In certain areas, the
operator tried to stabilize sone of the sedinent, but these
efforts have not been satisfactory. The operator did surface
the road, but nud has coated the gravel and the tracking of
mud onto the state highway is still a problem™"™ So, it
wasn’t as though Cabot just continued to operate without
trying to abate the violation in exactly the way the
i nspector had suggested. The probl em was the snow was

melting so fast, we were getting additional participation and
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there was no...there were no tenperatures bel ow freezing that
it was just absolutely inpossible to do that and even the

i nspector thought on February 19th, that all operations on

t hat project should shut down and in fact, kept al

operations shut down until March 27th and, of course, as M.

Cosnel | has indicated, Cabot went back onto the property the
very next day to abate the violation and did so.

SANDRA RIGGS: So, the issue with the pictures is

whet her or not on page six of the rule under the good faith
credit determ nation, Cabot should be given credits either
under one to two or three to four for the efforts they took
during the CO period, is that---7?

ELI ZABETH McCLANAHAN: And whet her the serious point

determ nati on should be | ess under rule four.

SANDRA RIGGS: Well, if you got credits, that would

reduce the points which would then in turn reduce the...is
that what you’re saying?

ELI ZABETH McCLANAHAN: Ri ght .

SANDRA RI GGS: Are you focused now on the good faith

determination, is that what we’re looking at?

ELI ZABETH McCLANAHAN: Well, | think there are two

aspects of this. One is the good faith credit determ nation

and then two is the seriousness of the violation under rule
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four, table one. So, certainly, if good faith points were
given, then the total points would be reduced. |In addition
to that, the seriousness points that were assessed coul d have
been- - -.

SANDRA RI GGS: You’re saying it was not as serious

as they have shown here and that because of the efforts Cabot
t ook they should assign sone credits for good faith?

ELI ZABETH McCLANAHAN: Correct.

SANDRA RI GGS: Okay. So, there’s two...two tables

to look at, table one for seriousness and table three for

good faith?

ELI ZABETH McCLANAHAN: Yes.

SANDRA RI GGS: Does that help with issue? Does
anybody have any questions with what you’re looking at?

CLYDE KING Were are you?

BILL HARRI' S: Yeah.

CLYDE KING Ri ght here.

SANDRA RI GGS: Table..., the inspector has

recommended table six which would put you in this category,
and they’re saying that it should fall to a lesser one here,
and then you get to table four, the inspector gave no credit
and they’re saying they should get credit. So, those are the

rules that you’re looking at. Okay.
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CLYDE KI NG Tabl e four.

SANDRA RIGGS: | think that hel ps them

ELI ZABETH McCLANAHAN: Ckay. Thank you. My M.

CGosnell now explain to you the actions that were taken?

MASON BRENT: Yes, let’s go ahead and do that right

now.

ELI ZABETH McCLANAHAN: Ckay.

CLYDE KING: So, you’re saying you should be...on

total three instead zero one to two.

TOM FULMER: Now, M. Chairman, | want to know whi ch

one of we’re debating here because there’s three different

charges here and she’s picked up on only the good faith, but

she’s mixed it in with seriousness. |If we are going to argue
seriousness, then we’ve got...we’re going to have to argue
them separately.

SANDRA RI GGS: Right. There’s two...as I

understood, there’s two separate issues on the table one,
whet her or not the seriousness of the event warranted the
si x, issue nunber one; the second issue i s whether or not
their abatenent efforts should have entitled themto sone
credits. So, those---.

ELI ZABETH McCLANAHAN: But that...but that is with

regard to these pictures. Now, with regard to negligence,
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obviously all of our previous testinony in this hearing, we
are...we would argue that under rule five, table two, this
was...this resulted fromno negligence of the operator
because it was essentially an act of God over which we had no
control. But---.

SANDRA RI GGS: That’s table two at the top?

ELI ZABETH McCLANAHAN: That’s correct.

TOM FULMER: | woul d...is...are you through with

your w tnesses as far as negligence?

SANDRA RI GGS: No, I think we’re still at the

pictures. We’re just trying to get focused on where the
chal | enge is.

TOM FULMER: Well, I’'m not...I’'m not...but the

problemis that | see is arguing the points all m xed up

because they’re different arguments assigned to each one.

SANDRA RI GGS: Ri ght.

TOM FULMER: And I’'m not...I don’t know right now

where counsel is going with her argunent, because she started
out with negligence and now we’re in good faith.

MASON BRENT: Well, we’ll do our best to keep

the...to keep the issues separate. 1I’d like to let her go
ahead and proceed and I'm assumng this along the line of the

good faith credit determ nation which you...with regard to
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t hese pictures.

ELI ZABETH McCLANAHAN. Yes, yes, M. Chairnman.

CLYDE KING Do we not need to | ook at the

seriousness and then | ook at the---?

SANDRA RIGGS: | think we..you go into your

deliberation...you’re going to have to, after having heard
t he evi dence, go through these charts step by step---.

CLYDE KING And then mayb---

SANDRA RI GGS: ---and decide, based on what you’ve

heard, review the inspector’s recommendation and conpare it

to what you’ve heard and make a determination.

CLYDE KI NG Wet her they deserve sone good faith?

SANDRA RI GGS: Chart...chart by chart on a table by

t abl e.

CLYDE KING Okay.

MASON BRENT: Ckay. Proceed if you wll.

ELI ZABETH McCLANAHAN: Ckay. And to nake this clear

with regard to negligence, we’re indicating that there are
mtigating factors which resulted in us not being able to
conply any sooner, and that was the weather, and all of that
evi dence has been presented to you. This evidence is with
regard to the seriousness and the good faith credit

det er m nati on.
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TOM FULMER: Mr. Chairman, again, if she’s going to

argue negligence, and then change to good faith right in the

middle of her testimony, we’re changing subject matter.

ELI ZABETH McCLANAHAN: Al l right. M. Gosnell wll

explain to you what has happened on these particular sites.

| guess the best...is it okay if he just stands at the end of
the table here so that everybody can see and then pass the

pi ctures?

MASON BRENT: | think so.

TOM FULMER: Again, M. Chairman---.

ELI ZABETH McCLANAHAN: Ckay.

TOM FULMER: ---there was testinony given on

negl i gence by M. CGosnell.
MASON BRENT: Ri ght.

TOM FULMER: Now, she’s switching to good faith. I

haven’t had a chance to cross examine him on the negli gence
i ssue.

MASON BRENT: Whul d you |like to back up and do that

bef ore we observe this?

TOM FULMER: Yes, | woul d.

MASON BRENT: All right.

ELI ZABETH McCLANAHAN: M. Chairman, | have no

problemwi th how the cross exam nation is done. But the
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appropriate way for admnistrative hearings to be handled is
that we’re able to put on our testimony...all of our
testi nony by each witness and then the cross exam nati on

continues. You don’t interrupt---.

MASON BRENT: Ckay.

ELI ZABETH McCLANAHAN:  ---the presentation of the

of the testinony under the adm nistrative |aw rules.

TOM FULMER: That’s fine with me, Mr. Chairman.

MASON BRENT: Okay. Let’s hold on, Mr. Fulmer.

TOM FULMER: | just want to reserve that factor.

MASON BRENT: Ckay. So noted.

DOUG GOSNELL: When | arrived there on the 17th, |

took sone pictures. There was...this was the day severe
rains.. the night before, there was sone flash fl ood watches
in the area and all and it goes to show that even with al
that extra water, that the road | ocation did a good job of
handling it. This is an interesting one. Right there, the
water’s actually coming out of the hillside and there’s not
even a drainage or anything coming off the hill. TIt’s just
comng right out of the actual hillside. These are sone
eight by tens. This was an area that was i npacted
that...that was a picture that Gary took and | believe that

is the sane... looking at roughly the sane area.
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MAX LEWS: | believe you got two pictures here.

DOUG GOSNELL: Yeah, they’re two of the same.

MAX LEW S: Both sane.

DOUG GOSNELL: Yeah.

CLYDE KING Are these pictures taken at the drill

site?

DOUG GOSNELL: These are on the | ease road on the

way to the drill site.

CLYDE KING How far away fromthe drill site?

DOUG GOSNELL: They vary anywhere from probably a

mle up to a half a mle away.

ELI ZABETH McCLANAHAN. M. King, the issue under

notice of violation of their closure order is with regard to
the road. So, that’s why these pictures are of the road
because the road was the problem as opposed to the drill
site.

DOUG GOSNELL: This picture right here, they are of

the sanme area taken a hundred and ei ghty degrees apart as the
road cane around a natural drainage area that was where it
was flowing off and it’s looking at the same locations---.

MAX LEW S: You don’t have any pictures of the road
her e.

DOUG GOSNELL: Well, | have sone com ng up here.
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Here’s an area that was...here’s a...if you can take a look,
there’s a sediment barrier at the end of that ditch line.
MAX LEWS: Is there a drain right there under that?
It looks like it mght be a---.

DOUG GOSNELL: Yes.

MAX LEWS: It look like a snall drain.

DOUG GOSNELL: That’s just showing some of the

sediment barriers. That’s from the base of the hill, looking

up towards the road.

MAX LEWS: How far apart do you have the sedi nent
barriers on your road? | know you got one point here, the
sane place here, but how far are they?

DOUG GOSNELL: They’ re---.

MAX LEWS: All long the road or just in certain
pl aces?

DOUG GOSNELL: Well, they’re in about three major

| ocati ons where there was maj or draining areas comng off the
road. That just shows a drain pipe with a sock off the end
of it to reduce the anount of erosion on the end of the drain
pipe. Here’s a section of lease road.

MAX LEW S: When were these pictures taken?

DOUG GOSNELL: The 17th of this nonth.

MAX LEWS: This nont h?
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DOUG GOSNELL: Yes.

MAX LEWS: Do you have pictures that was taken at
the tinme that you got the citation?

DOUG GOSNELL: The Pol aroi ds were taken during that

period of tinme when the---.

GARY EIDE: No, they weren’t taken when it was
i ssued. They were taken after. |If they were taken on the
5th...is that when those were taken?

DOUG GOSNELL: Yeah, yeah. They were taken the 5th.

GARY EI DE: Yeah, they were taken March 5th. W
have sone.

DOUG GOSNELL : There’s again the sediment barriers.

MAX LEW S: Sane ones.

DOUG GOSNELL: One thing I’d like to kind of point

out here is the---.
MAX LEWS: | notice the redbuds was bl oom ng on
t hat one.

DOUG GOSNELL: ---yeah, the slip along the upper

side of the road up there---.
MAX LEW S: Yeah, yeah.
DOUG GOSNELL: ---and there was a lar...several

slips along there that canme into to our ditch line and trying

to keep those deep lines clear was a major effort. And this
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is just the entrance to the location road off the state road.

CLYDE KI NG These were taken when?

DOUG GOSNELL: The 17t h.

MAX LEWS: Thi s nont h.

CLYDE KING O April?

DOUG GOSNELL: Yes.

ELI ZABETH McCLANAHAN: Mr.

Chairman, that’s all the

evi dence we have to present from our w tnesses.

MASON BRENT: M.

W t ness?

TOM FULMER: Yes,

Ful ner,

sir.

Yes,

any questions of the

M . Chai r man.

CROSS EXAM NATI ON

QUESTI ONS BY MR FULMER:

Q
A
Q
February 13th?
A

>

> O

M. CGosnell---?

Yes.

---were you present at the location on

No.

Do you know Steve Wal | br own?

Yes, | do.

Do you know Dan G over... G ove?

Dan G ove,

yes.
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Q Yeah. Are they people associated with this?

A Steve WAl l brown is in the sane capacity as
Bill Wright. He’s a drilling foreman. He does report to me.

Dan Grove is out of our Pittsburgh office and he reports

directly to ny supervisor.

Q Well, were you aware that on February 13th
that a violation had been issued?

A | began enpl oynment with Cabot on February
9th, and during that interim | was just becomng famliar

with the departnent. As far as the notice of violation,
Steve indicated to ne that there was a possibility of one
being issued, but at the time I don’t recall whether he said
one had been issued or whether he had just told ne that there
was a |ikelihood of one being issued.

Q Ckay. At that tine, M. Eide...well, the
NOV was issued on the 13th. Now | ooking at your well history

report that you have here...or daily |ogs reports, you have

listed that on the 14th, the day after the violation was

i ssued, there was concerns about the erosion and sedi nent
control. There was a water line rig brought in, there was a
frac valve brought in, there was |ogs ran, they was perfed

and even it’s noted here, lease road in rough condition due

to rain and snow nelting.
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A The one thing this report...the report date
is 2/14. This is for the previous twenty-four hours. So,
this work occurred on the 13th and that was in conjunction of
perforating the well and in preparation of being able to punp
the acid out of the pipe.

Q Ckay. But anyhow, it occurred on the 13th,
there was travel on that road on the 13th at the tine that
M. Eide had issued the NOV. You have two previous days
after that on the 15th and then 1l6th, you’re talking about
there to...you wanting to move in a dowel well. It’s not
cl ear whether or not the dowel well noved in that day or not,
but you have that. On the 17th...you note that on the 17th

which would have been on the 16th, I assume I’'m correct on

t hat ?

A Pardon me, I didn’t---7?

Q On 16...you have listed here in your |og
that on the 17th you had the stinulation perforned---?

A Yes.

Q ---but | assune it is the 16th?

A That’s correct.

Q Ckay. So, you had all these frac trucks
moving in on the 17th...l nean, 16th?

A l6th, that’s right.
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Q I'm sorry. So, you had travel up and down
this road during that whole tine period that this violation
was under issue and you were require to abate, | assune?

A Yes, there was traffic. To ny know edge,
they were putting additional self fencing and straw bal es,

that type of device to mtigate any---.

Q Ckay.

A ---any probl ens.

Q Now, on the 18th you state again that you’ve
moved in a well rig service. You’re swabbing...swabbing back

into the pit on the 18th, which would be the 17th, actual
dat e.

A Yes.

Q And on the 19th in this report, again

you’ re swabbing the well, which would have been the 18th.

A Correct.

Q Again, on the 20th, you’re talking about
swabbi ng the well, again, which would have been the 19th.

A Correct.

Q Now, during this time period, you’ve got

travel up and down this road and on the 19th, it finally...
the road got so bad that a closure order was issued, is that

correct?
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A. Yes, as far as | know. Yes.
Q Ckay.

TOM FULMER: Mr. Chairman, that’s basically all I

have for this witness as far as asking himaquestions. And
this is in regards to, and I want to go back to this since
M ss McC anahan is re...is addressing all of these issues at
one tinme. This goes back to the negligence issue, and it is
clearly within the negligence issue. The operator was well
aware of the conditions and whet her or not he was a prudent
operator in noving equipnent in and out on that road once he
knew that road was in terrible shape to begin with, which he
basically stated in his report that the road was bad. And,
again, it’s in regards to the negligence issue and why those
poi nts were assi gned.

As to the good faith question, | have no argunent
agai nst the good faith. That would be entirely left up to
the Board’s discretion. In our regards, at the time that
cl osure order was issued, or this order was issued for this,
the extent of the abatenent was not clear, but they were
abating the issue. We are not...we’re not arguing that
poi nt .

As for the seriousness, again, | go back to the

negli gence i ssue that the nore novenent during that tine
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period created a situation whereas it was causing nore
serious conditions to exist and that’s why those points were
assigned in that direction. Thank you, M. Chairnan.

ELI ZABETH McCLANAHAN: M. Chairman, in closing, |

woul d just like to point out the rules that the Board has
here that M. Ful nmer has given to you, the Cvil Charge
Procedural Rules. If you |ook at page four, M. Fulnmer has
hi ghli ghted for you one paragraph on that page, or at |east
my copy is highlighted, is yours also highlighted?

(No audi bl e response.)

ELI ZABETH McCLANAHAN: Ckay. The next...if you | ook

at the next paragraph just below the one that M. Ful ner has
hi ghlighted for you, that paragraph indicates that the Board
can actually waive a civil charge if exceptional factors were
present which would make the civil charge denonstrably
unjust. And we would argue first and forenost, that as a
result of the exceptional weather conditions which were
experi enced between January 27th and February 19th, that
these were, in fact, exceptional factors which would allow
the Board to actually waive this civil charge altogether
Alternatively, if the Board would not see fit to waive the
civil charge altogether, then we woul d request that the

seriousness and the negligence points be reduced and that
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good faith points actually be awarded.

During the time period of February 13th to February
19th, we have testified that, in fact, we were working on
this well and the reason for that was that the hydrochloric
acid was already in the pipe and had to be renoved. In
addition to that, the inspector had not indicated that we
were not...a closure order had not been issued at that tine.

A notice of violation was issued specifically asking us, as
he does in his docunents, to do additional sedinent control
and all of that had been happening. So, we were continuing
to do what the inspector had asked during that tine period.
It’s just that the weather conditions were so horrible that
it couldn’t be controlled and in order to protect the well,
the hydrochloric acid had to be renoved and as a result the
trucks had to be towed into the | ocation.

And so, again, first and forenost, we woul d request
that the Board actually waive the violation in accordance
with rule eight; and second, if the Board does not see fit to
wai ve the violation, in the alternative, we would request
that the seriousness and negligence points be reduced and
that the good faith points be increased. And that’s all that
we have, M. Chairnman

TOM FULMER: And | think, M. Chairman, in regards

45



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

to Cabot’s waivering, or asking in regards to waiver, I know
that it’s not a good time to put on the evidence, but since
we’ve got to this point, we have not seen, or the Board has
not seen, the result of this situation and---.

ELI ZABETH McCLANAHAN: M. Chairman, |---.

SANDRA RI GGS: It’s in form of rebuttal, is that

what you’re saying?

TOM FULMER: Yes. ..yes

ELI ZABETH McCLANAHAN: He...the case has rested and

this---.

SANDRA RI GGS: I didn’t hear anybody rest.

ELI ZABETH McCLANAHAN: Yes. He said he...those was

all the testinony---.

SANDRA RI GGS: That he had of this witness i s what

he sai d.

ELI ZABETH McCLANAHAN: Onh, okay. Al right. |

obj ect .

MASON BRENT: Overrul ed.

TOM FULMER: I n regards to their case of waiver, |

woul d i ke to show you sone pictures, and this was done on
the 19th, or actually it was done on the 26th, and | do have
pictures on the 19th if the Board...as a result of continued

activity on the road.
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MASON BRENT: M. Ful ner, would you characterize for

me, any conmuni cation that there may have been between your
of fice and Cabot fromthe date of the notice of violation,
the 13th to the 19th, the closure order. \What, if any---7?

TOM FULMER: | woul d have to refer it to M. E de,

since M. Eide is the inspector and he had direct know edge
of the conversations.

GARY EIDE: Al right. The day...the day the NOV
was issued, there was conversations with Cabot’s supervisor
on the site. Later that day, there was comrunications wth
M. Dan Grove in their Pittsburgh office concerning the road.

| had a conversation Saturday norning with Cabot personnel
who explained to nme that the road was...there was sone slides
on the road and he was wanting to know what to do, and then
after that, I net with Bill Wight Thursday and we revi ewed
the road again.

When | first issued the NOV, I didn’t review the
entire road. | went to the site to see if any nud was being
tracked on the road because | knew they were going to be in
there preparing the well to be fraced. | had an appoi nt nent
that norning sonmewhere else. So, | just went and saw the
begi nning of the road and based on what | saw in just that

small section of the road, | issued the NOV and | told the
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site supervisor what he needed to do at that point and then
called Pittsburgh that evening and explained to them too,
what the situation was as | sawit.

ELI ZABETH McCLANAHAN: M. Chai rman, please

understand that we are not naking any case for suggesting
that this was not a situation that needed to be corrected and
abated. We completely agree that there’s no question that
needed to be done. Qur only...our only plea to the Board is
that the weather conditions were so extrene and so
exceptional that it was difficult for us to do that during a
five day period in which the violation was issued. That’s
the only...|l mean, we’re absolutely not contesting any of Mr.
Eide’s testimony or Mr. Fulmer’s testimony whatsoever.

MASON BRENT: I understand that. I’m just trying to

get a feel for how nmuch, if any, cooperation was taking place
fromthe NO ..date of the NOV---.
ELI ZABETH McCLANAHAN: Ri ght .

MASON BRENT: ---to take care of what’s critical for

you and al so abate the probl em

ELI ZABETH McCLANAHAN: Right. And it’s my

understanding...l nean, there are a nunber of people
obvi ously who were involved. |In fact, several different

people received letters from Mr. Eide, I’'m sure, depending on
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who he could get in touch with or whatever, and so there’s no
guestion that all of the individuals from Cabot were working
with M. Eide to do whatever could be done to abate the
situation and Cabot does not contest Mr. Eide’s decisions to
issue the NOV at all. W sinply are asking the Board to take
into account the exceptional circunstances that resulted from
the weather. That’s absolutely the only point we make here
t oday.

MASON BRENT: M. Eide, during this period, the 13th

t hrough the 19th, how would you characterize their posture of
cooperation?

GARY EIDE: I didn’t have any problem in dealing
with Cabot during the tine period when the NOV was i ssued and
t he subsequent visits to the site wwth Cabot. The bi ggest
problemthat | had, and the reason why it went to cl osure was
because | felt like the activity on the road was contri buti ng
to the problem But as far as their cooperation in trying to
address the problems, I didn’t have any problenms with their
efforts.

MASON BRENT: WAas there any explanation offered to

you as to why they felt it necessary to continue this traffic
on the road during the---7?

GARY EIDE: Well, what they told ne is what you
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heard today was the biggest problemwas the acid was put into
the well. | felt like, with the weather being as it was at
the tinme, why do that? You know, the best thing to ne would
have been to get out of there and stay off of it. So---.

BILL HARRIS: M. Chairnan, let me---.

MASON BRENT: M. Harris.

BILL HARRIS: In your viewing of the site now, did

you go subsequent days after the 13th? D d you just say that
you were there---?

GARY EIDE: | went there on the 13th...that was the
date the NOV was issued---.

Bl LL HARRI' S: NOV, okay.

GARY EIDE: ---then on the 19th | nmet with M.
Wi ght.
BILL HARRI'S: Ckay. But was it at that site as

wel | ?
GARY EI DE: Right, yeah.
BILL HARRI'S: Could you tell...was there any

evi dence that the road had been worked on to try to help
prevent further deterioration or at |east correct sone of the
probl ens that had you seen on the 13th?

GARY EI DE: The operator had placed, as you saw in

these pictures and you’ve probably seen in the others, the
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operator did install quite amount of self fence and they
tried to mulch with hay. There wasn’t any work done on the
road surface itself. The road was so wet and nuddy there
wasn’t anything you could do to it. We had to be pulled in
and pull ed out.

BILL HARRIS: Onh, is that right?

GARY El DE: Yeah.

BlILL HARRI S: But there was evidence that there was

sone type of control or---?

GARY EIDE: Right they put...they put self fence
down and they had nul ched the sedinent. Sone of it had been
washed off just due to the heavy precipitation at the tine.

MAX LEW S: You said that was the 19th.
TOM FULMER: That was the 19th.

ELI ZABETH McCLANAHAN: There’s also a report in the

file dated February 17th...well, that’s the date of the NOV,
but the reports that | referred to...the letter dated
February 20th, and then Mr. Eide’s report on February 19th,
both indicate that Cabot had perforned activity during that
time period, but it sinply was not adequate in |ight of the
weat her.

CLYDE KING These pictures were taken the 26th

TOM FULMER: 26th is right. 1It’s much clearer today
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to see the better pictures.

MASON BRENT: Any ot her questions fromthe Board?

CLYDE KING | have a question, M. Chairman. |Is

t he cl osure because of nud going onto the state highway, or
is it because of the slides and the inability to control the
erosion on the road to the site?

GARY EIDE: It was actually all of it. There was
mud being tracked on the road, but there was a substantia
anount of sedinent that had washed off the road.

MASON BRENT: Any ot her questions fromthe Board?

(No audi bl e response.)

MASON BRENT: Are you through?

TOM FULMER: Yeah, I’11 just finish up. I don’t

want to stress the Board out any nore than what it is.

think in our determ nation, we took a | ot under consideration
and as far as the negligence goes...the seriousness and

| ooking at the seriousness, it did create a lot of offsite

i npacts as the pictures would contest to. On the negligence
end, it is questionable whether the operator was very prudent
in his operation, know ngly know ng the road was
deteriorating at the tine and whatever they were taking

abat enent procedures during that tine period between the date

of the NOV and the date of the closure order was not hel ping
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inthe situation and it was still continuing and...so, under
the negligence, we determned it was gross negligence because
whet her the prudent operator shoul d have stopped operations.

In regards to their procedures that you received on
this, even though they went out and they continued to frac
and so forth, that nature, during that tinme period. As far
as good faith, we think Cabot took all possible situations
that it could take to abate the permt. W have no argunent
with that...on that. Mr. Chairman, that’s...that’s basically
our position, that they m ght have been sone deci sions nade
whi ch m ght not have created or extended the situation that
existed on the 19th and that’s...that’s our position.

ELI ZABETH McCLANAHAN: Just as a final note,

the...when Mr. Eide lifted the closure order, you’ll notice
what he says is the road has dried enough to allow the
operator to begin working the road. And | think that really
tells the story of these exceptional circunstances that kept
the road so wet from February 19th till March 27th, that it
was just absolutely inpossible under these exceptiona
circunstances for Cabot to do anythi ng about the situation
prior to that particular time and I think that’s evidenced
from Mr. Eide’s report. But please understand that our

argunent is only weat her, weather, weather.
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MASON BRENT: I’d like to ask the Board, if you

will, let’s consider point by point here starting with the
seriousness of the inpact and then a degree of negligence
involved and then if any good faith credit should be
consi der ed.

CLYDE KING | certainly agree, M. Chairman, and I

think we need to have an explanation as to the recommended
points and I'm trying to determine---.

SANDRA RIGGS: If you go to tabl e one.

MASON BRENT: Tabl e one on page five of the G vil

Charge Procedural Rule, go to page five.

CLYDE KING Okay.

SANDRA RI GGS: Si x points were assigned which puts

you here and those are the criteria.

CLYDE KING Wen was the acid put into the hole?

GARY EIDE: It was the 8th...the 8th of February.

SANDRA RI GGS: When you’re...when you’re considering

the seriousness issue, the top...across the top are the

issues you’re supposed to be looking at. See the---.

CLYDE KING Ri ght.

SANDRA RIGGS: ---the top of the...the damage to

the environnent and the danger to the public health and

safety, and in this case, danage to correl ative or resources
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are the...are the three applicable issues under six points.

ELI ZABETH McCLANAHAN: To answer your question, M.

King. The hydrochloric acid was put into the well on
February 7th. It’s on your report February 8th, the day

bef ore February 8th, which would have been the 7th. So, by
the tine the violation was issued, the hydrochloric acid was
al ready in the pipe.

DOUG GOSNELL: To be precise, it was 3:10 p.m on

t he 7th.

CLYDE KING Your testinony was that if the acid

stays any longer than a certain period of tine, the well can
be destroyed?

DOUG GOSNELL: Right. Approximately two weeks is

all that the inhibitor will protect the pipe.

MASON BRENT: But what we’re dealing with here, Mr.

King, is sinply the seriousness of the situation---.

CLYDE KING Ri ght.

MASON BRENT: ---the damage to the environnent or

damage to public health and so forth and that’s what is on
t abl e one.

CLYDE KING Wen was the big snow?

GARY EI DE: The big snow was in January.
ELI ZABETH McCLANAHAN: January 27th. And then it
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continued...you see there was still...there was still five

i nches of snow on the ground on February 3rd. Four inches

of ...it continued to snow through all of these days and there
was still four inches of snow on the ground February
7th...which is...this is a thousand feet below the

t ypographi cal or the elevation at---.

CLYDE KING Richlands is?

ELI ZABETH McCLANAHAN: Ri chl ands is a thousand feet

bel ow the el evation of the well site. So, obviously these
nunbers are | ess than what was existing.

CLYDE KING Does the road that this mning...this

drill site goes onto, is it a state highway?
GARY EIDE: It connects to a state road. The wel |
access road connects to a state road.

CLYDE KING And it is a generally traveled state

hi ghway?
GARY ElI DE: Yes, sir.
ELI ZABETH McCLANAHAN: The road...the road...the

portion of the road that’s subject to this NOV though, is
actual ly not state hi ghway.

GARY ElI DE: Right. The NOV doesn’t apply to the
state road.

ELI ZABETH McCLANAHAN: Ri ght .
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GARY EI DE: Where you may be coming fromis
addressing the nud being tracked onto the state road?

CLYDE KING Right.

GARY EI DE: Ri ght.

BILL HARRIS: If | mght just continue that

guestion, we saw a picture where the fence was and the gravel
and | guess this is just recently after it...the road had
been treated and covered. The road that entered onto, is
that the road we are tal king about that is the state road or
is that the access road?

ELI ZABETH McCLANAHAN. Were there was a gate.

BILL HARRI S: There’s a gate?

MAX LEW S: Yeah.

DOUG GOSNELL: That gate was the begi nning of the

| ease road.

BILL HARRI'S: Ckay. And so the road on this side of

the gate then is the state---7?

DOUG GOSNELL: Is state.

BILL HARRIS: ---road that the nud rolled onto it?

DOUG GOSNELL: Ri ght .

BILL HARRI' S: Ckay. | just wanted make sure of what

we were tal king about.

CLYDE KING My question a little further then woul d
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be, I didn’t see any stripping on it. Is it divided
hi ghway. ..l nean---?

GARY EIDE: No, it is a secondary road.

MAX LEW S: Secondary road.

CLYDE KING Secondary. ay. |Is there many hones

cl ose by on that road?
GARY EIDE: Yes, sir. Yes, M. King.
MASON BRENT: Does the Board have a recommendati on

wth regard to points of seriousness?

BILL HARRIS: Well, when | look at this and | | ook

at the pictures I...you know, the five and six | thought at
first maybe was a little high. But then...after | |ooked at
the pictures, I'm thinking significant actual or potential
damage. | would call that significant. | was going to ask
at first when we first started who...how do we determ ne the
poi nts and, of course, we have the chart that we go by. But
to nme that...the type of the damage that I saw to ne | ooked
significant as opposed to noderately significant and, of
course, these are...these get to be subjective and maybe
judgnent calls, but, you know, | would defer to the...you
know, to the inspector who sees these and I woul d i magi ne
that his m nd has neans of distinguishing between those. But

that appeared to ne very significant. Now, whether or not

58



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

it’s a five or a six, I don’t...you know, you could argue
that, but | would say it was significant.

MASON BRENT: Wi ch woul d you argue?

BILL HARRI S: Well, I'm not...I’m not sure. But I

woul d consider it in that range based on what | saw

MASON BRENT: M. King or M. Lewis, do you have any

comrents on that?

CLYDE KING Well, I...you know, | really wonder and

how...l have a lot of admration for people that travel over
t hese type roads and do this type of work. And | know that,
you know, when you go back into the nountains and cut a road
to get equipnent in and out on, you do have a considerable
amobunt of road building to do and you certainly can’t afford
to build a state highway back that far and sone of that nud
and water standing there...it |looks |like there was a | ot of
consi der abl e anount of water. However, | wonder how nuch
negl ect there is.

MASON BRENT: Well, we’ll deal with that after we

get through with this. Well, I'm...at least in one corner
here, I'm hearing support of the assignment of six points for
seriousness. Do | hear any objection to that?

(No audi bl e response.)

MASON BRENT: There being no objection to that,
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should we nove on to the degree of negligence and uphol d the
Ssi x points here on seriousness?
(No audi bl e response.)

MASON BRENT: I’'m hearing an awful a lot of silence

here. Do you agree with that?

BILL HARRIS: I don’t know.

CLYDE KI NG: Well, if you go six points, that’s

ei ght hundred dollars ($800), is that correct?

SANDRA RI GGS: No, you have to get to the end for

total points.

MASON BRENT: We’ve got to get to the total first.

CLYDE KING kay, total points.

BILL HARRI S: There’s...as Mr. Fulmer said, I think

there’s...we’re looking at two issues or three issues or
something. One of them is the good faith and I guess we’ll
deal with that.

MASON BRENT: Right, we’ll deal with that. What I

woul d like for us to discuss nowis the degree of negligence
that’s involved. The Division has assigned four points,

whi ch as you can see down here, four to six on table two on
page six is characterized as gross negligence.

BILL HARRI S: It’s really difficult to separate, and

| think this is the problem Wen you think of the rain fal
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and the snow and what could be done to correct the problem
considering all of that was happening. So...and I'm not sure
what’s appropriate there.

SANDRA RI GGS: Based on the evidence you’ve been

presented, you nust nmake a decision. So---.

MASON BRENT: We’re not leaving here until you do.

BILL HARRI S: Well, I’'m just throwing out some other

things that---.
MAX LEWS: | think they done all they could do at
the time to try to correct the problem

CLYDE KING Mason, |...M. Chairnan, excuse ne.

MAX LEWS: | know how it is in these situations.
I’ve been through them and weather has a lot to do with
whet her you can correct a problemat that tinme and I think
they did what they could do as quick as possible to correct
it.

BILL HARRIS: Wl l, the other factor though, is that

they did continue to use the road and that’s why I asked
about if there was evidence of sone type of corrective
nmeasures taken while the rain was happening and while the
road was still being used and...because |I wondered
if...because I know the weather is a factor here and that

woul d make matters worse. | was just thinking out | oud.
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MASON BRENT: Well, the testinony | heard in that

regard was that the acid had been introduced in the well on
the 7th of February, so there was sone concern there. But
while continuing to work on the well, there was sone
mtigation efforts on the way to the extent that the weather
would allow and that’s the testimony I think I heard.

CLYDE KING: I'm just wondering if maybe permtting

shoul d consider the fact of when they are going to be doing

the drilling in the future should have sone bearing on
the...we had an awful...this has been an extrenely bad
W nter.

MASON BRENT: I certainly hope we don’t have to take

up that issue either.
MAX LEWS: I don’t think it would be left up to us.

MASON BRENT: Well, M. Lewis is suggesting that

negl i gence would be what? Can | pen you down on that one?
MAX LEW S: Yeah. 1I’d say two. Be two, no more
t han three.

MASON BRENT: M. Lewis is suggesting that the

negl i gence be assigned a factor of two, which is not gross
negl i gence and not a |l ack of negligence. Any discussion on
t hat ?

(No audi bl e response.)
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CLYDE KING Well, that two would be slight or

actual or potential damage.

MASON BRENT: No, not damage. Just---.

BILL HARRI S: We’re at the other page.

CLYDE KING O her page.

BILL HARRI S: There’s too many charts to look at

here.

CLYDE KING Too many charts. Yeah, okay.

MASON BRENT: What we’re discussing here is the

extent to which they attenpted to mtigate the problem were
t hey negligent or not?

CLYDE KING: I’'d agree...I’d agree with Max on that.

There is some negligence, but I don’t really think it’s
gr oss.
MAX LEWS: They are sone, but---.
MASON BRENT: M. Harris, are you---?

BILL HARRI S: Well, I don’t...I...I think under the

circumstances with the weather...the problem is, I’'m not
...you know, I don’t know what could have been done and
that’s why, you know, I did ask the inspector about if, you
know, what his view was of that. And | think the situation
was bad. I’m not sure that I would consider it gross

negligence. | think had it not been for the inclenent
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weat her continuing that nay have been a factor. | would...|I
would move away from gross negligence to negligence. I’m not

sure. ..if they’re saying two...again---.

CLYDE KING Two is just before gross.

BILL HARRI S: Well, there’s a three also and two in

t here.

CLYDE KING Moderately.

BILL HARRI S: Yeah. I'm...I'm...I’"1l1 agree with the

ot her.

MASON BRENT: Wth the two?

BILL HARRIS: Wth the two, yeah.

CLYDE KI NG Yes.

MASON BRENT: Okay. Well, let’s discuss on the

table three, any good faith credit that should be considered
here. And as you can read on the chart---.

BILL HARRI'S: Well, yeah, it---.

MASON BRENT: ---if the violation was not abated

prior to the set abatenent, then zero good faith points would
be assigned. Gve one to two if pronpt and diligent efforts
were taken and the violation was abated prior to the set of
abatenent date, and three to four points credit if

extraordi nary neasures were taking to abate the violation in

the shortest tinme possible prior to the set abatenent date.
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CLYDE KING | think a two.

SANDRA RI GGS: The NOV had an abat enent date?

GARY ElI DE: The NOV had an abatenent date, right.

BILL HARRI S: And that was the 19t h?

MASON BRENT: The 19t h.

GARY EIDE: Ri ght.
BILL HARRI'S: But the violation was not abated by

the 19th...by the 19th...no?
GARY EIDE: Ri ght.
MASON BRENT: And then with the cl osure order, you

closed until its abated?
GARY EIDE: Right the closure order which is to just
stay off of it, right.

MASON BRENT: Cease until it’s abated.

ELI ZABETH McCLANAHAN: Wel |, no, the abatenent had

to occur after the closure was |lifted, and then the abat enent
was required to be done after March 27th.

MASON BRENT: Ri ght .

ELI ZABETH McCLANAHAN: We...right...we couldn’t do

anything during the tinme of the period of the closure order.

BILL HARRI S: Okay. I’'m confused now. So, the set

abatement date that’s here was for the NOV, is that correct,

and that was the 19t h?
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TOM FULMER: The ori gi nal one.

GARY EIDE: Right the...the 19th.

BILL HARRI'S: Now, the closure abatenment date is a

different...that’s a different date, right, that’s in March?

GARY EIDE: Right, the closure was lifted on March

27t h.

CLYDE KING: I’'m confused, too.

BILL HARRI S: Yeah...yeah, I'm just---.

SANDRA RI GGS: There is no date within a closure
or der.

TOM FULMER: Ckay. M. Chairman?

MASON BRENT: Yes, M. Ful mer.

TOM FULMER: VWhen the NOV was issued it had an

abat enent date on the 19t h.

MASON BRENT: Ri ght .

TOM FULMER: The problemis...the continued problem

is...but the point I'm trying to make is the continued use of
the road prevented any abatenent to occur. So, you had to go
to closure. | nean, they nade good faith efforts to abate
the permt, but what...the continued use of the road created
ot her violations which created the closure order.

MASON BRENT: Well, and I think we’ve dealt with

t hat .
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TOM FULMER: Well, it’s...it’s...I'm trying to

confuse up him why he’s looking at abatement dates and why,
you know...that’s the reason.

BILL HARRIS: Well, | was |ooking at the text here.

It says, "If pronpt and diligent efforts were taken and the

vi ol ati on was abated prior to the set abatenent date to give

one or two points credit," and---.

TOM FULMER: Ri ght, right.

BILL HARRIS: ---I'm saying that second part was

not net if the original violation...the abatenent date for

that was the 19th. And it doesn’t say, you know...you know,

we don’t make...it doesn’t say include, you know,
considerations for weather. | nean, | don’t know what you do
about that, if anything.

TOM FULMER: I don’t either. That’s why you all are
up there.

ELI ZABETH McCLANAHAN:. Actual Iy, rule eight says you
can wai ve it altogether because of weat her.

BILL HARRI S: That’s an easy way to solve it.

CLYDE KING M. Chairman, | have a question

MASON BRENT: M. King?

CLYDE KING What woul d have happened had you not

cl osed them down? Wuld they have kept right on doing it?
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GARY EIDE: If the closure order wasn’t issued, the
conpany woul d have been allowed to continue to use the road,
and the continued use of the road was what was causing the
probl em

CLYDE KING Right.

GARY EI DE: So, the probl em would have j ust
cont i nued.

CLYDE KING So, basically, if the weather...and |

know we’re not supposed to talk about the weather too badly
about this thing, but had...had the weather not been what it
was, then it probably wouldn’t have been closed and caused
all the problens with the water and---.

GARY ElI DE: Well, if the weather hadn’t been bad, 1if
it hadn’t rained or hadn’t snowed, there probably wouldn’t
have never been an NOV.

Bl LL HARRI S: Yeah, yeah.

MAX LEW S: Yeah, if you had pretty weather, you’d
have a hard road there.

CLYDE KING Ri ght.

ELI ZABETH McCLANAHAN: So, wai ver woul d be the

appropriate renedy.

TOM FULMER: Per si st ency.

GARY EIDE: If there hadn’t...if there hadn’t been a
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wel | up there---.

ELI ZABETH McCLANAHAN:. Thank you, M. Ei de.

GARY EIDE: ---wouldn’t have been any NOV.

CLYDE KI NG Yeah, the weather, the weather.

GARY EIDE: But I think that’s the conditions t hat
you operate in and you have to nmake all owances for that.

CLYDE KI NG: That’s right. That’s true.

MASON BRENT: Have we cl eared up your confusion?

CLYDE KI NG: Yeah...well, I’'m totally confused. I'm

glad we don’t see many of these.

MASON BRENT: Any reconmendation fromthe Board?

CLYDE KING: I'm not sure what---.

BILL HARRI S: I’m just...personally, I’'m just torn

bet ween what, you know, what the effect the weather has on
this, but even given that the fact that the road was
continued to be used, | think was...is an issue that we can’t
overlook, and for that reason I’'m not sure if we waive it, if
that woul d be the appropriate thing to do in terns of...you
know, | think there was sone other factors and I think the
weat her is one of those factors, but | think that the fact
that the road was continued to be used despite an increase in
the bad conditions, | think warrants sone ki nd of

consi der ati on.
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SANDRA RI GGS: Well, when you’re looking at good

faith, what you’re looking at is abatement actions. So, why
don’t...if you can focus on that and get through this stage,
then you can go back and sum up where you are.

BILL HARRIS: Well, again, ny...again, thinking out

loud, | think pronpt and diligent efforts were taken, but the
vi ol ati on was not abated by the set abatenment date. And I
think...you know, | think there was good faith in that

behalf. But at the sane time, again, continuing to use the
road, and I know that’s not what we’re to go back to, but
that still cones back to that.

MASON BRENT: So, are you suggesting sone form of

credit points based on good faith, but not results?

BlILL HARRI S: I don’t know how we can do that.

SANDRA RI GGS: I think he’s saying zero, is what he

i s saying.
BILL HARRIS: I'm thinking...I’m thinking that.
MASON BRENT: |s she right?
BILL HARRIS: T don’t know how...I don’t know how
to...I don’t know how to give credit for that because the,

you know, the law as written doesn’t allow for that, other
than to waive and I don’t think the waiving is appropriate.

I really don’t.
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ELI ZABETH McCLANAHAN: M. Chairman, | woul d just

point out that with regard to the use of the road, if you
will look at the inspection report that was issued on
February 13th, it does not at all indicate that Cabot cannot
continue to use the road. It just indicates that we’re
supposed to continue to use...that we’re supposed stabilize
sedi ment, which is eroded path to brush barrier, all of which
we did. It was not a situation where we were told not to use
the road and we used the road. |Instead, we were asked to
establish additional sedinent control which we did. If you
wll ook at the February 19th report...|l nean, the 13th
report, never did the inspector say we couldn’t use the road.
He said use additional...take additional neasures for
sedi nent control, all of which we did. The problemis it
continued to rain. At that point, the closure order was
entered, so then the abatenent of the closure order started
the very next day after the closure order was |lifted which
was certainly in the shortest possible tine avail abl e.

BILL HARRIS: And | think their position is, though,

the continued use of the road just sinply made the situation
Wor se.

ELI ZABETH McCLANAHAN:. Made t hings worse, right.

MASON BRENT: M. Harris, not attenpting to put you
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on the spot---.

BILL HARRI S: Yeah.

MASON BRENT: ---but I'm trying to find some

catal yst here for action.

BlILL HARRI'S: Oh, | understand.

MASON BRENT: Are you suggesting that no points be

assigned for good faith? Are you throw ng that out for
di scussi on?

BILL HARRI S: Well, I'm really throw ng that out for

discussion. I know that doesn’t help matters, but I, you
know, I'm...I'm, I guess, between zero and one...negative one
point for good faith. The thing that bothers ne is that the
road was continued to be used and yes, | know it still rained
but...and again, I'm not knowledgeable enough about what
corrective neasures could have been taken while the road was
being used to try to prevent further deterioration of the
road. And that’s why I...you know, I would defer to the
i nspect or because I would think in his Jjudgment, he’s seen a
| ot of these types of situations and woul d know best
what’s...what’s appropriate to be done and---.

GARY EIDE: | think the bottomline is conpliance
there and I would argue that yes, they did nmake efforts to

correct the problem, but the efforts weren’t enough to bring
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the road into conpliance. The sedinent structures that were
put up, the stabilization neasures that were taken, did not
abate the violation. The violation continued and it was
exaggerated even more with the use of the road and that’s why
when, you know, we work with the point systens, good faith
wasn’t considered because there wasn’t any abatement. There
wasn’t any abatement until here recently as far as the road
goes.

BILL HARRIS: Well, let ne do this, since there is a

scal e here that they point negative one and negative two, |
woul d i magi ne that woul d indicate sone degree within that and
| would just recommend a negative one then, if you want to
pin me down, I’1ll comply with a negative one.

MASON BRENT: I’ve been trying all after...all

nmorning to pin you down.

BILL HARRI S: Yes. 1I’'m not the only one to be pined

down t hough, but | guess...anyway, but | would recommend the
negati ve one.

MAX LEW S: That woul d be one by...between one to
t hree?

MASON BRENT: Ckay. M. Harris is suggesting that

we assign a credit of one point. Mr. Lewis, I’'m sorry.

MAX LEWS: Yeah, | agree with that.
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MASON BRENT: You agree with that?

(No audi bl e response.)

MASON BRENT: M. King, do you have any comments on

t hat ?

CLYDE KING |...l guess if the rest of the Board

wants to go with it, I’'11 go with the one.

MASON BRENT: So, it’s the Board’s recommendation

that we assign a credit point of one for good faith. Let
me...let ne sunmarize where we are and then ask for a notion.
Wth regard to the seriousness, we have assignhed six points;
Wth regard to degree of negligence, the Board has suggested
two points; and wth regard to good faith, the Board is
suggesting one credit. Now, with regard to the base civil
charge, the Division has suggested a reduction of ten percent
based on history of violation charges, or |ack thereof. So,
we have conme with a total of seven points if ny math is
correct, which would be nine fifty (950), and if we allowthe
ten percent credit for past history, your math i s com ng up
wth...eight fifty-five (855)?

SANDRA RI GGS: Un- huh.

MASON BRENT: Eight fifty-five (855). So, that’s

where we are. | would ask for a notion

BILL HARRIS: M. Chairnman, | would nove that we
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woul d assign the points as you stated, seriousness would be
si x points, degree of negligence two points, a one point
credit for good faith and a ten percent reduction due to
history...related to the history of those charges.

MAX LEWS: | second that notion.

MASON BRENT: | have a second. Any further

di scussi on?
(No audi bl e response.)

MASON BRENT: Al in favor signify...signify by

sayi ng aye.
(Al nmenbers indicate in the affirnmative.)

MASON BRENT: Opposed?

(No audi bl e response.)

MASON BRENT: Ckay. The notion is carried.

TOM FULMER: Thank you, M. Chairnman.

ELI ZABETH McCLANAHAN: Thank you. Thanks very nuch.

MASON BRENT: Thank you. | suggest that we take

maybe a ten m nute break and then keep goi ng agai n.
(Of record for recess.)

MASON BRENT: Go back into session. The next item

on our agenda, the Board will consider a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane

unit identified as U-36 |located in the Oakwood Coal bed
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Met hane Gas Field I, in the Garden District, Keen Muntain
Quadr angl e, Buchanan County, Virginia. This is docket nunber
VGEOB- 98- 04/ 21- 0648. We’d ask that all interested parties who
would like to conme before the Board, please cone forward and
i ntroduce yoursel f.

SH RLEY MAE KEENE: Excuse ne. Could you speak up?

We can’t hear you.

MASON BRENT: Yes, and I'd...if I may ask everyone

back there to have a seat and maybe di sconti nue di scussi on.

MARK SWARTZ: Mark Swartz and Les Arrington for the

appl i cant.

SHI RLEY MAE KEENE: Would you repeat the case you’re

asking for?

MASON BRENT: Yes...yes, it’s agenda item nunber

three and it is VGAOB-98-04/21-0648. |f anyone would like to
be involved in this case, please cone forward at this tine.
Let the record show there is no one other than M. Swartz and
M. Arrington. M. Swartz.

MARK SWARTZ: Before we start with the testinony on

this particular unit, I’'ve just got a couple of observations.
Pocahont as Gas Partnershi p and Buchanan Producti on Conpany
have a | ot of matters on the docket today, and | would just

thought I would give you the good news first. We’re going to
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be requesting that docket itens seven through thirteen,

i nclusive, which are all petitions by Buchanan Production
Conmpany. They all involve only one respondent, the Hugh
McRae Land Trust...I’m sorry, Hurt/McQuire Land Trust. We’re
requesting that they be continued because we have been
negotiating a lease with that Trust and believe that we are
probably going to have a | ease before the next hearing. So,
we woul d request that...on behalf of Buchanan Production
Conpany, | would request that seven through thirteen

i nconcl usi ve be continued to next nonth.

MASON BRENT: And they are...if | may go through

t hose docket nunbers, they are VGOB-98-04/21-0652, VGOB- 98-
04/ 21- 0653, VGOB-98-04/21-0654, VGOB-98-04/21-0655, VGOB-98-
04/ 21- 0656, VGEOB-98-04/21-0657 and finally VGOB-98-04/21-0658
w Il be continued. Are there any objections from anyone here
inregard to that continuation?

MARY KEENE: Qurs is 0649.

MASON BRENT: I’'m sorry. I didn’t hear you.

MARY KEENE: Qurs is 0649.

MEMBER OF THE AUDI ENCE: (| naudi bl e.)

MASON BRENT: That’s...that is not...that’s not

included in these...in this continuati on.

MARY KEENE: Oh, okay.
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MASON BRENT: Hearing no objection, those docket

itens are conti nued.

MARK SWARTZ: Thank you. Wth regard to the docket

itemthat you called first, which is unit U-36, | would just
make a couple of prelimnary comments to kind of focus the
Board on what kind of units we’re dealing with and the kind
of testimony that you’re likely to hear from Mr. Arrington
wth regard to that. The U-36 unit and the other three units
on the docket today are all above the Buchanan Nunmber | M ne.
Last nonth when we net, we had a nunber of units that were
al so above the Buchanan County Nunber | Mne. Like those
units, these four units are frac units only. So, they’re
under Oakwood I field rules only and so they’re...it’s a
little different because usually we’re here pooling under
Cakwood | and GCakwood Il. The reason that these are being
pooled as frac wells is the sane problemthat we had | ast
month with the Iong wall panels being on either side of a
trade line and we’re going to be degassing the mine, but in
advance of mning, but we have not as yet fornmulated a pl an
to deal with active gobs. So, that’s why they’re all frac
units and M. Arrington has a mne map that we used the | ast

time. The location of the wells is being driven by the m ne
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plan and we’ll have a copy of that for you all as we proceed
today. The sane mne plan would apply to all of these units.
We’re just recycling an Exhibit from last month and | woul d
also alert you to the fact that not in all instances, but in
three out of four of the applications this norning, there are
multiple frac wells in the unit. And again we’re dealing
with the authorization of the Board to allow nultiple wells
in a unit pursuant to the provisions of the...actually, it’s
sub-part C of 36120 and also we would alert, or just remnd
you, of the fact that M. Fulnmer, under the OGakwood |, rules
has the ability to grant | ocation exceptions for wells that
are outside of the window Wth that sort of introduction as
to what kind of units we’re talking about this morning, I’d
ask that M. Arrington be sworn and we can nove into the

testi nony on U 36.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, would you state your nane for
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us, please?

A Leslie K  Arrington.

Q Who do you work for?

A Consol .

Q And is Consol an operator for Pocahontas Gas

Par t ner shi p?

A Yes, they are.

Q Okay. And the application that we’re
dealing with regard to U-36, who is the applicant?

A Pocahontas Gas Part nershi p.

Q Ckay. And the...did you prepare the notice
and the application with regard to this unit U 367

A Yes, | did.

Q Ckay. Pocahontas Gas Partnership, who are
the partners in that partnership?

A Consol i dati on Coal Conpany and Conaco, Inc.

Q Does the application request that soneone be
appoi nted desi gnated operator, and if so, who is that?

A Yes, Pocahontas Gas Partnershi p.

Q Ckay. And is Pocahontas Gas Partnership
aut hori zed to do business in the Commonweal t h?

Yes, it is.

Q And has it registered with the Departnent of
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M nes, Mnerals and Energy and does it have a bl anket bond on
file?

A Yes, it does.

Q The people that are list...are the
respondents on this application, are they listed in the

notice of application on the very first page?

A Yes, they are.
Q Do you want to add any fol ks to pool today?
A No, we do not.
Q Do you wish to delete or dismss any people
t oday?
A Yes, we do. We obtained sone additi onal
| eases in this unit. | have listed those on the additiona

...on the exhibits. Those folks are listed on the
exhibit...listed on page ten through fifteen, the revised
Exhi bit F as dism ssals.

Q And if you look at...really, the only change
istothe first page of Exhibit F where there is a paragraph
nunber five, dism ssals, correct?

A That’s correct.

Q And those are the fol ks that you had noticed
as respondents...wuld you read their nanes?

A. Yes. Thomas H Stillwell, Daniel Stillwell
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and Bernice R Lanb.

Q And those folks...you’ve obtained leases
fromthem and woul d request they be di sm ssed?

A That’s correct, we have.

Q And the rest of the respondents noticed in
the notice of hearing, you would want to continue with the
pooling hearing with regard to those fol ks?

A Yes, we woul d.

Q Ckay. D d you mail notice of this hearing

to the respondents?

A Yes, we did on March 20, 1998, by certified
mail, return receipt requested.

Q And who did you mail to?

A All of the respondents noticed on Exhibit B-
3.

Q Ckay. And the packet that you passed out

today has a list...has an Exhibit B-3 and has a---?

A Yeah.
Q ---list of respondents?
A Yes, that’s the revised Exhibit B-3

reflecting...not show ng the | eased parti es.
Q Not showing the three people that you’re

di sm ssi ng today?
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A That’s correct.

Q Ckay. And you nmailed to all of these fol ks?
A Yes, we did.

Q Okay. And then there’s also today you’ve

filed proof of publication indicating the status of the

mai | i ng?
A Yes, we did.
Q Ckay. D d you al so publish?
A Yes, we did in the Bluefield Daily Tel egraph

on March 31, 1998.

Q And have you filed a certificate of
publ i cation?

A Yes, we have.

Q In this packet of exhibits that you passed

out today, is there a revised Exhibit A page two?

A Yes...yes, there is. 1It’s page number
ei ght .

Q And that exhibit had to be revi sed because
you’ve obtained some more leases---7?

A Yes.

Q ---since it was originally prepared?

A That’s...that’s correct.

Q Ckay. And revised Exhibit A page two,
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shows the interests that you’ve acquired or leased and shows
the interests that need to be pooled, is that correct?

A That’s correct.

Q Is it true that you have acquired | eases
from 100 percent of the coal owners?

A Yes, it is.

Q And what percentage of the oil and gas
owners have you obtai ned | eases fronf

A 76. 52397 percent.

Q And what percentage of the oil and gas
interest does this application seek to pool?

A 23.47603 percent.

Q Ckay. And in terns of the | eases that
you’ve obtained fromthe coal owners and the oil and gas
owners, what are the terns generally that you have offered to
obt ai ned those | eases?

A Yes, the general termis a dollar per acre
rental, a one-eighth royalty with a five year termon it.

Q And when is the rental payable...the dollar
acre rental ?

A On a dollar per acre is an annual basis
until production begins.

Q And after production commences, what’s the
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paynment ?
The royal ty.
The one-eighth royalty?

The one-eighth royalty, yes.

o > O »F

Okay. Woul d you recommend those terns to
the Board in any order that m ght be entered with regard to

deened to have | eased parties?

A Yes, we woul d.

Q This is an eighty acre unit?

A Yes, it is.

Q And are you seeking to pool it under the

Cakwood | rul es?

A Yes, we are.

Q And that would be...that woul d contenpl ate
that there would frac wells in the unit, correct?

A Yes, that’s correct.

Q There is a plat in the original application
whi ch shows the | ocation of three wells, correct?

A That’s correct, 1t does.

Q And those wells are identified on the plat
as U 36A, U 36 and U 36B, correct?

A That’s correct.

Q Perm ts have been obtained for two of those
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wel I s already---?

A That’s correct.

Q ---and one is yet to be permtted?

A That’s correct.

Q Ckay. |Is one of these wells outside of the

Cakwood | drilling w ndow?

A Yes, it is. Well nunber U 36.

Q And that well you will be requesting that
M. Ful mer, consistent wwth the Cakwood rules, grant a
| ocati on exception?

A Yes, we woul d.

Q Ckay. Do you have with you, that you could
pass out to the Board today, copies of the Buchanan I M ne
Pl an?

A Yes.

(Wtness gives mne plan to the Board nenbers.)

Q Les, these three wells in unit 36 are...U 36
are shown on the mne plan, correct?

A They are.

Q Ckay. And the wells are actually located in
two different projected long wall panels, is that correct?

A That’s correct, they are.

Q The blue lines that run fromeast to west,

86



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

showi ng the | arge areas are actually...each one of those
woul d be a | ong wall panel?

A That’s correct.

Q And the blue rectangles to the right are
projected entries?

A That’s correct, 1t 1is.

Q And the black in the...sort in the center
that is entry that have already been conpl eted?

A That’s correct, 1t 1is.

Q Ckay. The...but the location of these three
wells, these three frac wells, is dictated by the two | ong
wal | panels, is it not?

A That’s correct, they are.

Q Okay. And you’re requesting that the Board,
consistent with 36120C, allow nultiple wells in this unit to
conply with your m ne plans?

A Yes.

Q Ckay. How many of these wells are being
charged as costs, or allocable costs, in your application in
the event that anyone would want to participate?

A Only one.

Q Ckay. And so the well cost estimate that is

utilized in your application is sinply for one frac well?
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A That’s correct, it is.

Q And what is the estimate with regard to that
one wel|?

A Two hundred and forty-five thousand five

hundred and fourteen dollars and seventy cents (%$245, 514.70).
Q And what is the average depth of the

Pocahont as Nunber Three seam at that | ocati on?

A The approximate depth of this well...these
wells wll be approximately 2212 feet.
Q Ckay. And you prepared...you personally

prepared this well estimte?

A Yes, | did.

Q And it was prepared on March 19th?

A Yes, it was.

Q And the only anmended exhibits here are A,

page two, B-3 and the first page of Exhibit F?
A That’s correct, 1t 1is.
Q Ckay.
SANDRA RIGGS: I'm sorry. A, page 2, B-3, and what

was the | ast one?

MARK SWARTZ: The first page of Exhibit F

Q s it...is it...do you recomend that the

devel opnent contenpl ated by this application be approved by
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t he Board

in pooling the unit as reasonable nethod to extract

coal bed nmet hane from under the unit and all ocate that

production to the...to all people who have an interest in the

materi al s

further di

carri ed.

O 1| Board

Par t ner shi

under the unit?
A. Yes, we woul d.
Q That’s all I have.

MASON BRENT: Any questions fromthe Board?

(No audi bl e response.)

MASON BRENT: |Is there a notion fromthe Board?

CLYDE KING | nove we approve

Bl LL HARRI S: Second.

MASON BRENT: W have a notion and a second. Any

scussi on?
(No audi bl e response.)

MASON BRENT: Al in favor signify by saying aye?

(Al nmenbers indicate in the affirmative.)

MASON BRENT: Opposed?

(No audi bl e response.)

MASON BRENT: Hearing no opposition, the notion is

The next itemon our agenda, the Virginia Gas and
w Il consider a petition fromthe Pocahontas Gas

p under Section 45.1-361.22 for pooling of a
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coal bed nethane unit identified as S-37 located in the
OCakwood Coal bed Methane Gas Field I, in the Garden District,
Jewel | R dge Quadrangl e, Buchanan County, Virginia. This is
docket number VGOB-98-04/21-0649. 1I’'d ask all interested
parties to cone forward at this tinme and please introduce
yoursel f.

MARK SWARTZ: Mark Swartz and Les Arrington for

Pocahont as Gas Part ner shi p.

BRYAN SLAUGHTER: My nane is Bryan Slaughter with

Mchie, Hamett, Lowy, Rasnussen & Tweel in Charlottesville,
Virginia. This is Shirley Mae Keene and she would like to
of fer coments regarding this application. And this is Mss
Sarah Day.

MASON BRENT: M. Swartz?

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, | would rem nd you that

you’re still under oath, okay?

A. Yes.
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Q You need to state your nanme for us, again.
A Leslie K  Arrington.

Q And who do you work for?

A Consol .

Q Did you prepare both the notice of hearing

and the application with regard to the pooling of unit S 37?

A Yes, | did.

Q And you’ve signed both of them?

A Yes, | have.

Q To focus the Board on the interest that

we’re talking about here, between the time the application
was filed and today, were you able to obtain a | ease from
Wl lard Gsborne?

A Yes, we were.

Q So, we’re going to be requesting that the
Board dismss the first respondent listed on the notice of
hearing, M. WIllard Gsborne, because he has | eased his
interest to PGP?

A That interest has been | eased, yes.

Q Ckay. But the balance of the folks listed
in the notice of hearing, the Linkous Horne heirs devisees,
successors or assigns and then the people listed after there,

those are the folks that we’re seeking to pool today,
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correct?

A That’s correct, it 1is.

Q And they are in, if you |look at the tract
identification, they’re in Tract 5B, is that correct?

A Just a minute. Yeah, 5B, that’s correct.

Q And if you |l ook at the plat map that
is...there’s one that’s attached to the application and

there’s one that’s attached to the notice, but if you | ook at

the plat map, Tract 5B, just a corner of it catches the unit

at the...well,

A

unit?

o > O » O »

seeki ng to pool

A
Q

the bottom | eft hand corner, correct?

That’s correct.

And how much acreage in 5B is within this

.1...0.1 acres.

And what percentage of the unit is that?
0. 125 percent.

Per cent ?

Yes.

Okay. And that’s the interest that we’re
t oday?

That’s correct, it is.

Can you tell ne whether or not you have...

Pocahontas Gas Partnership has either owned or |eases all of
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the rest of the nethane interest within unit S-37, with the

exception of .125 percent?

A That’s correct, we do.

Q Who is the applicant today?

A Pocahont as Gas Part ner shi p.

Q And who are the partners in that

partnershi p?

A Consol i dati on Coal Conpany and Conoco, Inc.

Q | s there a request that soneone be
designated the Board’s operator here?

A Yes, Pocahontas Gas Partnershi p.

Q Ckay. |s PGP authorized to do business in
t he Comonweal th of Virginia?

A Yes, they are.

Q Has PGP registered with the Departnent of
M nes, Mnerals and Energy and does it have a bl anket bond on
file as is required by | aw?

Yes, it does.

Q The names of the respondents here, we’ve
touched on that, but are they listed in the notice of hearing
and also in the revised Exhibit B-3 which is in the packet
you passed out to the Board today?

A Yes, they are.
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Q Ckay. Can you describe the efforts you nade
to mail to these fol ks?

A Yes, that was nmailed by certified mail,
return recei pt requested on March 20th, 1998.

Q And there’s a certification of notice and
copies of the green cards in the packet of exhibits you

t ender ed today?

A Yes, they are.
Q Those...the certification of notice shows
the dates on which people signed for the nail, the dates on

which two itens were returned as not signed for or not
deliverabl e---?

A That’s correct.

Q ---and then two open itens that was mail ed,
but the post office hasn’t gotten back to you?

A That’s correct.

Q Ckay.

BRYAN SLAUGHTER: Coul d we have a copy of those?

MARK SWARTZ: Sure.

BRYAN SLAUGHTER: Thank you.

MARK SWARTZ: Here’s an extra one.

BRYAN SLAUGHTER: Thanks.

Q Did you al so publish?
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A Yes, we did, in the Bluefield Daily
Tel egraph on March 31st, 1998.

Q And what was it that was published?

A The notice of hearing attached to the
appl i cation.

Q And did...have you filed a certificate of

publication fromthe newspaper today?

A Yes, we have.

Q And that’s in this packet as well?

A Yes, it is.

Q And do you wi sh to add any respondents?

A No, we do not.

Q Ckay. And do you, in fact, wish to dismss

one of the respondents?
A Yes. Again, that’s...that person is listed

on the revised Exhibit F, paragraph five.

Q And who is it?
A The W1l ard OGsborne interest.
Q Ckay. If you...if you would go...turn to

the revised Exhibit A page two, we touched on this already,
but just to focus on it for a nonent. Is it a fact that
Pocahontas Gas Partnership has | eased the coal bed net hane

interest of 100 percent of the coal owners?
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A Yes, it is.

Q And is it a fact that Pocahontas Gas
Partnershi p has | eased the coal bed nethane interest of 99.875
percent of the oil and gas owners?

A Yes, it is.

Q And how much of an interest renmins...oi

and gas interest remains unleased or outstandi ng?

A 0. 125 percent.
Q And is that what we’re seeking to pool
t oday?
A Yes, it is.
Q Wth regard to the 99 plus percent that is

| eased, could you tell the Board what the typical |ease terns
have been?

A A typical coal bed nethane | ease is a dollar
per acre rental, one-eighth royalty on a five year term The
one dollar ($1.00) per acre rental is payable on an annua
basis until the production comrences, and then thereafter,
the royalty is payable.

Q And is that a standing offer that you would
make to the respondents that are here today?

A Yes, it is.

Q Wul d you reconmend those terns to the Board

96



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

as the terns that should be incorporated in any order it
m ght enter with regard to deened to have | eased parties?

A Yes, we woul d.

Q This particular drilling unit is an eighty
acre unit?

A Yes, it is.

Q And it’s...and we’re seeking to pool under
t he GCakwood | rul es?

A Yes.

Q And that would be all the coal bed net hane
seans below the Tiller Seanf

A Yes, it is.

Q And does the plat indicate how many wells

are cont enpl at ed?

A Yes, it does.

Q And how many is that?

A Wthin this unit?

Q Correct.

A S-37, | believe it to be two.

Q And they’re show both on Exhibit A to the

application and again, on the Buchanan Nunber One M ne
Exhi bit?
A Yes.
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Q Do you have an extra one of those?
A Yes.

(M. Swartz gives M. Slaughter a copy.)
BRYAN SLAUGHTER: Thank you.

Q And with regard to unit S-37, if we |ook at
that unit on the Buchanan Nunber One M ne Plan, again, we see

a situation where two different |ong wall panels affect that

unit?

A That’s correct, i1t does.

Q And that’s the reason why there is nore than
one well, correct?

A Yes, that’s correct.

Q Again, as in the last application, how

many...the cost of how many of the two wells do you seek to

assign or allocate to people who mght participate?

A Only one.

Q And your exhibit here estimates the cost as
what ?

A Two hundred and forty-five thousand dollars

five hundred...two hundred and forty-five thousand five
hundred and fourteen dollars and seventy cents (%$245, 514.70).
Q And this includes the cost of fracturing

and...fracture stipulation?
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A Yes, it does.

Q When was this estinate prepared?

A March 19th, | believe. Yes, March 19, 1998.

Q And did you prepare it?

A Yes, | did.

Q And your average depth that you have assuned
to prepare this is what?

A 2212 feet.

Q And that would pertain to the Pocahontas

Nunber Three seanf

A Yes, it woul d.

Q Ckay. And the mne planis, is a mne plan
to mne in the Pocahontas Nunber Three sean?

A Yes, it is...yes.

Q Wth regard to the two wells in this

particular unit the 37 unit, are both of themwthin the

drilling w ndow established by Gakwood 1|?
A Yes, they are.
Q So, they are both within that three hundred

foot w ndow?
A Yes.
Q Does the anended Exhibit B-3 set forth the

interest or clains of the Linkous Horn heirs collectively in

99



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

the unit?

A Yes, it does.

And their collective interest is .125
percent ?

A That’s correct, it is.

Q And then under that collective interest,
there’s a further breakout of each of the heirs that you’ve
been able to identify and your assessnent of their individual
interest?

A That’s correct, it does.

Q Ckay. And with regard to a frac unit, you
only need one percentage to allocate costs, to allocate bonus
or to allocate royalty, is that correct?

A That’s correct.

Q And the | ast colum here cal cul ates
collectively for all of the heirs, and then individually for
the heirs that you’ve been able to identify, their percentage
that woul d be applicable to those three cal cul ati ons?

A Yes.

Q And the only thing that really has changed
fromthe original Exhibit B-3 to the revised Exhibit B-3 is
that you have renoved Wl lard Gsborne fromthe exhibit?

A. That’s correct.
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Q The Linkous Horne heirs’ percentages have
remai ned the sanme?

A Correct.

Q Wul d you recommend t he devel opnent
contenplated by this application to the Board as a reasonabl e
met hod to devel op the coal bed net hane of all of the owners
and claimants within unit S 37?2

A Yes, we woul d.

Q That’s all I have.

MASON BRENT: M. Sl aughter, do you have any

questions?

BRYAN SLAUGHTER: The only question | would have is

whet her they have a breakout of their estinmate for the costs?

MARK SWARTZ: It should be in your application

MASON BRENT: It’s in the application.

BRYAN SLAUGHTER: The actual breakout?

MARK SWARTZ: Right. Exhibit C Looks I|ike---.

SANDRA RI GGS: Exhibit C

LESLI E K. ARRI NGTON: Exhibit C to the application.

SANDRA RI GGS: He’s looking at the amendments, I

t hi nk. Mark. He needs the application.
LESLI E K. ARRI NGTON: Yeah.

MARK SWARTZ: He needs to grab the Exhibit.
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BRYAN SLAUGHTER: I’'m not sure | do.

LESLI E K. ARRI NGTON: Ckay.

MARK SWARTZ: Do you have an extra copy of the

Exhi bi t ?

SANDRA RI GGS: You can have m ne.

BRYAN SLAUGHTER: Okay. 1I’'d just like to review

t hat .

MARK SWARTZ: Yeah.

BRYAN SLAUGHTER: Ckay. M ss Keene and M ss Day

woul d just like to say...to offer their comments regarding

this. | realize that under the law that...the way the | aw
stands now, legally they m ght not have the...what is going
on legally mght be correct. But they would like to offer

t hei r comment s.

MASON BRENT: We’d be glad to hear them.

BRYAN SLAUGHTER: Thank you.

SHI RLEY MAE KEENE: I’'m Shirley Keene. I have two

brothers, or two sisters and one brother that lives on this
property and I would like to ask on this acid that they are
putting down in these wells, is there any danger of this
getting in our water streans?

LESLI E K. ARRI NGTON: Not..not to ny know edge.

Tom
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TOM FULMER: The acid that they use is about 15

percent by volunme. So, it is highly diluted plus the fact

that once it is spent on the cenent, it is reduced further

again and then once the well is actually fraced back, then
the...then the acid is acidic water. | would say. Acidic
water wll be brought back to the surface.

SH RLEY MAE KEENE: But it still can get in our

wat er streans?

TOM FULMER: That’s a broad question.

MARK SWARTZ: Well, you know, you m ght want to tel

her about the water protection string and so forth and the
cenenting so that---.

TOM FULMER: Wel |, the cenenting in regards to the

devel opnent of the well, there is a water protection string
whi ch woul d be set and which is cenented into the ground
bel ow any known wat er sources. So, what actions as far as
the fracing fluid is below any known water....that’s being
used.

SH RLEY MAE KEENE: Wl |, | have...they have been

sone water punps that have bl own out of the wells because of
gas, and are you responsible for that?

TOM FULMER: Am | responsi bl e?

SH RLEY MAE KEENE: |s the gas conpany responsible
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for that?

TOM FULMER: It woul d depend on the circunstances.

...l nmean, | would have to do an investigation and so forth.

SHI RLEY MAE KEENE: Wl | ---.

MASON BRENT: M. Fulnmer is not with the gas

conpany. He is with the State of Virginia.
SHI RLEY MAE KEENE: But is the gas conpanys

responsible? What I'm trying to say is if they ruin our
water, are they going to replace our water? This is our
homes. We live there and we can’t just pick up and move.

SANDRA RI GGS: The CGeneral Assenbly, this session,

i ntroduced and passed, | think, a water replacenent provision
as an amendnent to the Virginia Gas and 0il Act and I'm not
sure where that bill stands at the nonent. |[|f passed, it
woul d becone effective July 1.

TOM FULMER: |t has passed.

SANDRA RI GGS: So, you would have to |l ook to the

statute to see what water protection or water replacenent
provi si ons have been adopted by the General Assenbly this
sessi on.

BRYAN SLAUGHTER: | think sone of those provide for

havi ng tanks brought in and put on your property, which Mss

Keene does not feel is acceptable.
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SH RLEY MAE KEENE: No.

SANDRA RIGGS: Well, that goes to---.

TOM FULMER: That’s not what it says.

SANDRA RI GGS: No, it doesn’t talk about tanks.

TOM FULMER: | think you need to go back and read

t he statute.

BRYAN SLAUGHTER: Ckay.

TOM FULMER: It says a water replacement. There’s

tenporary replacenent and pernmanent repl acenent.

BRYAN SLAUGHTER: GCkay. Ckay.

SH RLEY MAE KEENE: And would | be allowed to ask

the Gas Board if they could do sonething about checking the
gas sites out before permts are given? The danage that---.

SANDRA RIGGS: Well, this...this particular well is

not on your property. You realize that? | nean, is that---?

SH RLEY MAE KEENE: All of these wells, we own al

gas and mineral rights on all of these wells that’s going
down.

SANDRA RI GGS: Well, now are you tal ki ng about

surface now or are you tal king about gas, | guess?

SH RLEY MAE KEENE: We’re talking about the mineral

rights and the gas we own...under WIllard Gsborne, we own.

SANDRA RI GGS: Okay. So, when you’re asking the
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i nspector to conme out and check the site, | take that to nean
the surface of the site, the permt area, is that...that was
your question?

SHI RLEY MAE KEENE: Before any permts is given to

t he gas conpany, have sonebody check these sites out and
i nspect the damages that do occur before the...before the
permts are given because this is...this is our hone.

SANDRA RI GGS: The Water Replacenent Bill that was

adopted by the CGeneral Assenbly this session provides for

a...what do they call it a pre...for the operator to go
and---7?

TOM FULMER:  Pre-survey.

SANDRA RI GGS: ---water sanples, pre-existing
condition survey, and if the owner refuses to allowthat to

happen, then it does affect their rights to repl acenent
should they later claim their damages. So, that’s covered in
the statutory change that’s been adopted by the General

Assenbly this session, which would cone into affect on July

1, if it gets through. I guess, what’s it in now, the veto?
TOM FULMER: |t is.
SANDRA RI GGS: Before the Governor for signature at
this point, | think.
TOM FULMER: Those are passed.
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CLYDE KI NG: They’re in veto session this week.

SANDRA RI GGS: Well, it’s beyond that one...that one

has actually been reported out?

TOM FULMER: Reported out.

SANDRA RI GGS: Ckay.

BILL HARRI'S: | guess, her question though, at the

present tinme, what...does she have a recourse? Do...| nean,
when there is a permit that’s issued, do the inspectors go
out to the surface and | ook at that tine?

TOM FULMER: W do a pre-permtting before they even

permt an issue.

BILL HARRI'S: And the pre-permt, does that...does

that involve a physical onsite inspection?

TOM FULMER:  Yes.

BILL HARRI S: Ckay. Okay. So, it is---7

MARK SWARTZ: Well, and also, in this particul ar

...well, in all cases with PGP, they do a water survey within
a 500 feet of the proposed well. I’'m not sure that they are
required to do that, but they do that to protect thensel ves,
frankly, to determ ne what water sources, you know, pre-exist
the well, what the quality of the water is, what the flowis,
get some feel for what’s out there and they do that, and that

was done here.
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SH RLEY MAE KEENE: It’s not just the question of

t he wat er.

MARK SWARTZ: And I’11 will let you finish, too,

okay? So, that is done so that there is sone evidence of
pre-exist drilling of the well with regard to the quality of
the water, condition of the water and the flow of the water.
So, you’ve got a base line. 1In addition, in this particular
instance, we’re looking at roughly 789 feet of seven inch
casing which is the water protection string. So, you know,
unl ess you have a well...a water well and of course, we | ook
into that, but unless a water well would exceed that depth,
it would...you know, it would be well above the water
protection string which is then cenented in. So, | nean,
there are...you know, attention is paid to wells in the area.
The state law requires a water protection string. It’s not
something that is optional. Mr. Fulmer’s office looks at the
water protection string and I’ve looked...in the permitting
process, |looks at the site. | would point out, you know, M.
Arrington commented on this, but if you |look at the |ocation
of the wells and you | ook at the location of the tract, |
mean, these wells are not on the surface that is owned by the
Linkous Horne heirs. You know, it’s...you know, it shows

the...the tract that they are concerned about is quite sone
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consi der abl e di stance away.
MAX LEWS: Mre than five.

MARK SWARTZ: They’re going to be...they’re going to

be pooled in the unit, though. So, | nean, to the extent
there’s production and conflicting claims, it will be dealt
with, but, you know, we certainly try...we had this
conversation with you all before, but we certainly make every
effort to stay off of the surface of people that we do not
have an agreenent with and try not to drill under severance
deeds, and that has occurred here as well with regard
to...with regard to the location of these...of these wells.

SH RLEY MAE KEENE: Excuse ne. The only thing they

got fromWIIlard Gsborne was a right of way. WIIlard Gsborne
did not owmn the mnerals, he did not own the gas and he did
not own the coal. That was excepted before WIllard Gsborne
bought the property and the only thing they have fromWI Il ard
Gsborne is a right of way only.

JCE HORNE: Can | say one thing? The well is going
down on Arland Gsborne, not on WIIard.

MASON BRENT: Whuld you...if you would |like to say

sonet hi ng, woul d you pl ease cone up here and i ntroduce
yoursel f for the record?

JOE HORNE: The well is not on Willard Osborne, it’s
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just right of way across themto Linkous Horne heirs where
the well is going down on Arland Gsbor ne.

MASON BRENT: Can we have your nanme for the record,

pl ease?
JOE HORNE: Joe Horne, one of the heirs.

MASON BRENT: Thank you.

MARY KEENE: The | and, though, on WIllard Gsborne

that’s the heirs---.

MASON BRENT: I'm sorry, if you would like to

address the Board, you need to nake an appearance up here and
i ntroduce yourself.

MARY KEENE: The W | ard Gsborne over across the---.

MASON BRENT: May | have your nane, please?

MARY KEENE: Mary Keene, and | am one of the owners

on the property. The oil...the gas and mnerals and stuff
under WIllard OGsborne also belongs to the Horn heirs.

JOE HORNE: But the well...Joe Horn. But the well
is on Arland Gsborne. It is not on WIIlard.

MARY KEENE: Unh- huh.

MASON BRENT: Let ne...let ne, if | may say here, we

are not here to decide title issues and that kind of thing.
We’re dealing solely with the pooling order. This Board

often takes the tine in its hearings to try to help educate
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everybody here as to what’s going one.

MARY KEENE: Well, | have one nore question.

MASON BRENT: Yes, ma’am.

MARY KEENE: You said you put concrete in there and

it 1s not supposed to let the acid out. How does it get the

gas out i1if it don’t let the acid out?

Bl LL HARRI S: Now, there’s a---.

MASON BRENT: M. Ful ner, would you address that?

MAX LEW S: It’s pushed outside of the pipe.

TOM FULMER: The casing is cenented, you know, it is

not concreted, it is cemented. There’s a big difference.
It’s a slurry. It’s a cement slurry. Okay?

MARY KEENE: Well, if the acid can’t get through can

the water not---?

TOM FULMER: Well, let nme explain. Let ne explain.

As they put the casing in, the cenent is punped down on the
inside of the casing. There is a cenent shoe at the bottom
At the bottom that cenent cones out and cones up around the
out side of the casing between the rock surface or the
formation and the casing. That cenent is being chased with
water. So, it’s all pushed out...all the cement that goes
inside the casing is pushed outside the casing. Wen they go

into perforation...now, we’re talking about a production
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string. On your water string, that is cenented to the
surface fromthe outside of the casing. They wll set a
production string. Wen that production string...it is also
cenented out...on the outside of it, they’ll go in and
they’ 11l perforate the casing. Perforate meaning they will
shoot a hole in the casing. Gay? Wen they put the acid
in, the acid is a...just a small strength because the cenent
is a carbonate and it reacts to the acid and makes cal ci um
carbonate which is a gas.

MARY KEENE: Well, would you---.

TOM FULMER: Ckay. Now, that then creates the clean

surface between the hole in the fornation.

MARY KEENE: Wul d you drink the water from our

wel | s everyday, all day long, and at night too in that water
until sonething was done for it?

TOM FULMER: Yeah, sure.

MARY KEENE: Woul d you drink that water?

TOM FULMER:  Uh- huh.

SARAH DAY: I’'m Sarah Day, and I wanted I wanted to
ask how close to the surface owners are they allowed to dig a
wel | ?

SANDRA RI GGS: As cl ose as they have the | egal right

to do so. That...the location is...there are certain
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location limitations set by statute. As long as they’re
within those legal limtations and they acquire, either

t hrough their deeds or through easenents or sone other | egal
document, the right to put the well on, then that’s
a...what’s called a legal location.

MARK SWARTZ: Well, there’s a 200 foot limit on

buildings. I don’t know if that is what she---.

SANDRA RI GGS: Well, she’s talking about property

lines, | thought.
SARAH DAY: Ri ght, yeah
SANDRA RI GGS: As opposed to inprovenents.

SARAH DAY: Surface | and, how close that you woul d
be able to put a well on---?

SANDRA RI GGS: Well, | guess, when you | ook at the

drilling unit that’s been created through this application,

it is an eighty acre drilling unit. The well |ocation within
that drilling is established through the field rules or
t hrough except...what they call |ocation exceptions, if one

is required. Those do not | ook at property line...property
| ines in order to determine that location. They don’t
relate...they relate to certain inprovenents and ot her
surface features, but not to property |ines.

SARAH DAY: Well, the Pocahontas Partnerships, they

113



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

only offer one-eighth percent, which back in 1900, I’'d say
that’s what I'd it was then. So, they still want it up here
in ‘98.

SANDRA RI GGS: That’s what it is nationally. I

think it is what it’s referred to in the statute as well.

SARAH DAY: And | have got their deed that they have
got. On this...it looks |like the sane...well, the sane
handwiting wote the deed, signed the deed. W still think
we own the coal rights. So, hand it down that way.

SANDRA RI GGS: Well, this pooling application does

not address title issues. They...through their application,
they’re saying that you may claim an interest in the gas.
However, that interest is acquired through gas and oi
leases, through severance deeds, through whatever. They'’re

nam ng you as a party because you nmay claimownership of the

gas.
SARAH DAY: That’s it. We don’t seem to be---.
SHI RLEY KEENE: We don’t want to sell our gas.
SANDRA RIGGS: Well, that...that you need to talk to
your counsel about because that’s a function of the statute

itself. Virginia has adopted what is called conpul sory
pooling. And it says, "For the benefit of the Conmmonweal th

and its resources and all the people whose gas may be
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i npacted by this well, we are going to create a schene that

protects correlative rights,” and it lays out in the statute
what that schenme is going to be and if you fall within this
drilling unit, you’re entitled to notice of this hearing and
you’re entitled to notice through the permitting if you fall
within the permtting guidelines, and the | aw sets out what
your rights are then once this pooling occurs, and that’s a
right to make a claim against the gas that’s produced from
the well and that’s called protecting your correlative rights
to the gas. That’s not the prerogative of this Board, that’s

established by the General Assenbly...the statutory schene.
SH RLEY KEENE: Wl |, he keeps saying we only own

like a tenth. W own the mneral rights under it all
(M. Slaughter confers with M ss Keene.)

MARK SWARTZ: Just to focus your attention...| nean,

if you look at the well that’s closest to their tract that

we’re talking about, it’s on somebody else’s fee land.

SANDRA RI GGS: Ri ght.

MARK SWARTZ: Okay. I mean, it...you know, it’s on

a coal mountain, it’s a fee tract.

BRYAN SLAUGHTER: But the fact that they are being

pool ed that gives thema right to cone before the Board.

MARK SWARTZ: Oh, no, no. I’'m just talking about
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the location, that’s all I was---.

BILL HARRI S: Onh, yeah, certainly.

MASON BRENT: Wth regard to the mneral rights?

BRYAN SLAUCHTER: Ri ght, right.

MARK SWARTZ: Ri ght.

SHI RLEY KEENE: Well, this letter that they sent to

us, registered to us, says everyone that don’t show up deemed
themtheir |lease. But all Linkous Horn heirs do not deem
t hem anyt hi ng.

SANDRA RI GGS: No, what that...what that references

is the statute and what the statute says is, they go out and
try to obtain a lease wwth you. |If you choose not to |ease,
then they can cone before this Board and file their pooling
application. The law affords certain options to people who
are naned in these pooling applications |ike yourself. One
is an option to voluntarily enter into an agreenent with
them. You say you don’t want to do that. Another is an
option to participate in the well and becone an worki ng
i nterest partner by paying in your proportionate share of the
costs of production. Another option would be to be carri ed.
That is to put no noney up front, but be entitled to sone
wor king interest once there is a payout. A third option is

to...is to be conpul sory pooled in accordance with the terns
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established by the Board and then it says if you are offered
all of those elections and you choose to do nothing, you
stand silent, then you will be deened to have | eased your
interest pursuant to the Board’s order. Now, the Board’s
order won’t issue until after the Board takes action, and an
order is drafted and it’s entered and recorded and you are
mai |l ed a copy, and at that point the order will say you have
thirty days fromthat tine to nake an el ecti on about what you
want to do with regard to your percentage interest within
this particular drilling unit. 1It’s only then if you choose
not to act, that by |law you are deened to have | eased.

BILL HARRI'S: May | make just a conmment ?

MARY KEENE: Ma’am, could I say one more thing? Our

contracts---.

MASON BRENT: If you’d like to speak, could you

pl ease...could you pl ease cone forward, please?

MARY KEENE: Qur contract that we got is wote up

that it’s very hard for us to sign because we...you sign your
contract to them they’ve got all the rights and you don’t
have nothing. | have a contract and it ain’t fair.

SANDRA RI GGS: Well, that’s only one...one of the

four options that you have.

MARY KEENE: And then they ain’t---.
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SANDRA RI GGS: The Board order will afford you ot her

options that you nmake.

MARY KEENE: But they ain’t even come to our homeS

or nothing to discuss this. Every tine we cone, we have to
come before this Board. They ain’t never tried to discuss it
Wi th none of us to fix nothing except before this Board.

SANDRA RI GGS: Well, I...we’re not a party to your

private negotiations. Wat the Board controls is the Board
order that will issue after this application has been heard.
| f the Board chooses to approve the application, and that
will conme to you, and it will contain within it also a | ease
provi sion, which is the one-eighth...the bonus and the...that
they testified to.

MARY KEENE: See, I...the reason I'm here, I own my

property right there. I’'m not...I mean, I'm not being smart
aleck. I'm just telling you that they ain’t never come to
our honmes to discuss nothing wwth us. They ain’t...all we do
is get a paper to come here and half of us don’t even get to
speak our thoughts what we are going through with all of us.
There’s twenty-one of us and who gets to speak? W
don’t...we don’t all get to speak. We don’t get to tell you
our part and the contract is nade that if we sign it, see,

they’ve got all rights. We ain’t got no rights and then I

118



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

live on the property. I can’t just jump up and move and go
start sonewhere else and let themdestroy it |ike they were
saying this act of God a while ago. In the contract, it says
act of God. Any act of God, they won’t have to pay us

nothing. So, don’t we have no rights.

SANDRA RI GGS: Well, unless | m sunderstood, these

wells and the improvements they’re talking about are not on
your property.

MARY KEENE: Yeah, it’s on...I’'m on the property and

| still own ny part of the property with the mneral rights
is on.

SANDRA RI GGS: We'’re talking surface now.

MARY KEENE: Yeah, I'm a surface, but I'm not---.

SANDRA RI GGS: These wells are not proposed to be

drilled on your property. They’re on---.

MARY KEENE: I’'m not...but see, if they want to deep

mne, that they want to go in there and strip mne, if they
want...it’s in the contract and if they want to do any kind
of mining after I’ve signed this for the gas, then I’'ve
signed all rights away.

SANDRA RI GGS: Well, you’re not being required to

sign that | ease agreenent. The Board is going to offer you

all of the statutory options that the | aw affords and you can
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elect anyone of those options. There’s no requirenent by | aw

that you...that you sign any |ease that they forward to you

MARY KEENE: I know, but if we don’t sign it, then
they put it into escrows.

SANDRA RIGGS: It would go in escrow even if you do
sign it because there are conflicting clains to the gas.

MARY KEENE: But still, we don’t have any rights.

SANDRA RI GGS: Well, I don’t know what rights you’re
referring to, | guess.

MARY KEENE: On the rights that they should pay us
for the gas, the mnerals and the oils, whatever they want to

buy off us, they ought to just go ahead and buy it off of us
and forget about all of this.

SANDRA RIGGS: Well, the way the law is structured,

once you prove your ownership, that would occur. The noney
woul d be di sbursed fromescrow to you. Once, you establish
that you clearly own the gas...that you’re entitled to the
proceeds under whi chever option you el ect.

MARY KEENE: Well, you’ens ain’t proved to us that

you’ens own it because we have the deeds, too.

SANDRA RI GGS: The Board isn’t claiming ownership of

it. The law sets up an escrow process until the ownership is

est abl i shed.
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SARAH DAY: Then, would the heirs have access to the
escrow account ?

SANDRA RI GGS:  Yes.

SARAH DAY: kay.

SHI RLEY KEENE: But if we prove we own it, why

should we only get one-eighth is what I'm saying.

SANDRA RIGGS: Well, you can get nore if you choose

to participate in the well or you can cone here if you can
establish a different lease termto this Board and the Board
chooses a different lease term...it’s whatever...depends on
what option you sel ect whether you get a one-eighth or not.
You’re given several options under the law, which that is
only one.

SH RLEY KEENE: But if we don’t...if we don’t do

anyt hing and we prove that we own the coal and the gas, which
t hey have not proved to ne they own it---.

MARY KEENE: No more than we’ve proved to them.

SANDRA RI GGS: Well, and the law says we don’t know

who owns it---.

SH RLEY KEENE: We only have---.

SANDRA RIGGS: ---and until you all work it out, it

will be in escrow and when you...when you’re able to get a

Court, or whoever decides property issues and property
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di spute situations, enters an order and you bring that to the
Board, then we’ll disburse the money to whoever it is that
owns it. It’s because there is this conflict in ownership
that the law is structured this way.

BILL HARRIS: If | mght---.

SARAH DAY: Let me ask you one thing, I don’t know
if this has got anything to do with the Board or not, but
about the right of way. We’ve got a permit right of way.
The Pocahontas bought it off of Arland Osborne and Beul ah
...well, | assune they bought it off of WIIlard and Beul ah
Gsbor ne.

MARY KEENE: \When Beul ah and Wl lard---.

SARAH DAY: But it was a permanent right of way for
the Horne heirs. Well, they’ve got a gate across
it...sonebody has, and I'm asking are they allowed to use our
permanent right of way that was excepted down in our deeds?

SANDRA RI GGS: Well, now I don’t...that’s not before

the Board. Again, that’s another property dispute that you
all have going and I don’t...I don’t know if through the
permtting process that was addressed or not or if---.

SARAH DAY: And this cones out for the Pine Ridge
and it’s an old road that was excepted in our deeds.

SHI RLEY KEENE: That is the right of way that they
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bought fromWIIlard Gsborne to cone through to put the well
down.

CLYDE KING The right of way is to who now?

SARAH DAY: To the Horne heirs.

CLYDE KING | nean, from what conpany.

SARAH DAY: The Pocahontas bought it. We’ve got it
in...the Horne heirs has got it in their deeds that the Pine
Ridge road...it calls for the Pine Ridge Road. 1It’s the old
road that we always used and it’s been wrote down in the
deeds excepted for the Horne heirs and the Pocahont as
Partners bought it from the Arland Osborne where they’re
tal ki ng about digging this well and Beulah Osborne. They’ve
paid themfor the right of way.

MASON BRENT: | think your question to the Board

was, does any issue involving that right of way fall under
the purview of this Board?
SARAH DAY: Yes, that’s what I’'m asking.

MASON BRENT: And the answer to that is really no,

that it does not. Anything else, M. Slaughter?
BRYAN SLAUGHTER: Do you all have anything? Just

they wanted to be heard.

MASON BRENT: We’re glad to hear them.

BILL HARRIS: If...can | just nmake a comment? |
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don’t want to get this all going again. A couple of things.
One is you nentioned the one-eighth and that’s something I
guess I’ve mentioned before in Board meetings about why the
one-ei ghth and what...was that traditionally because |ike you
sai d, back a hundred years ago that was what was being paid
that is still being paid. It’s sort of an industry standard
and I'm not saying that’s okay. I think, you know...but I'm
sure the conpanies feel that it is.

SARAH DAY: I’'m sure.

BILL HARRI'S: But at the---.

MARK SWARTZ: Well, frankly, we’d like it to be

less. So, | nean, you know, there are two sides to every
story.

SARAH DAY: Well, that’s true, they hog it all up.

BILL HARRIS: Right, right. | agree. The other

thing that happens with gas that’s different with...with coal
is that if you own the resource...if sonmeone next door
punches a hole in the ground...when | say next door, it may
be a half mile away or it may be...it probably won’t be that
far, but they drill a hole in the ground to extract the gas.
This gas mgrates fromone place to another and the

assunption is here is that even if you are on a corner and
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the well is 500 or 600 feet...1000 feet that it will probably
extract your gas as well. So, this whole process...the State
of Virginia has encouraged the production of the gas and
that’s the basis for all of this. The state says we want to
produce the gas. W want to get it out of the ground and
sell it to, you know, get the tax revenues and to get the

ot her noney, you know, to pay citizens as well. But the
state has said that...has enpowered the Board to just insure
that people are financially...that this is taken care of in
escrow and what ever, people who are conflicting clainmants of
the gas. But what happens is the gas is punped out. Your
gas goes along with theirs and that’s not a guarantee, it
probably will be. But, again, all of this is in a pool. So,
the...I guess, I'm trying to address about three or four
different things that | heard you bring up. But the state
is...the legislators years ago established that they want to
pronote the devel opnent of gas resources in the state. So,
that’s why the Board established, in order to just oversee
the...that developnent. Now, the one-eighth is between you
all and the conpany. You know, I...you know, even though
they say that they would like for it to be less, but I, you
know, I’'m sure that, you know, you could argue the other

point, that it should be more or whatever. But...but that’s
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what the escrow account is for is to put noney away for
peopl e who have ownership or claimownership and there are
several other people who claim ownership. We can’t decide
that issue. The courts have to decide that issue. But once
that’s decided, then that escrow money is released to the
proper peopl e.

MAX LEW S: You coul d cone back to the Board here
and if there are nobody that rejects to it, they can go ahead
and pay her...can’t they?

BILL HARRI S: Yeah, we’ve had---.

SANDRA RIGGS: Well, there will be...there will be

sone applications |ater today where fol ks have struck a
settl enent agreenent, where the coal owner and the gas and
oil owner have reached an agreenent to split the proceeds
fifty/fifty in order to resolve that conflict and go on and
get their noney out of escrow, which is another thing that
|ately the Board has been seeing, is just settlenents of the
escrow between the conflicting clainmants. The other option
that statute gives is a Court order. So, either one of two
t hi ngs have to happen to pull the noney out of escrow, you
have to reach a settlenent with your conflicting conplai nant
or you have to get your property issues decided in Court and

bring the order here in order to wthdraw the noney. Those
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are the two options.

SARAH DAY: Well, I know you don’t have time to
spend a lot of tine, but the Pocahontas...these gas conpanies
is getting well...l nmean, this is a piece in the paper how
far they’re sending their pipeline and how much they’re
selling, but then when they go to the Board, why they say it
takes all of that for the well. And the people...a |ot of
people is getting their lands tore up and just getting left
out of it. And I feel like, you know, that’s what the Board
is for is to see that people gets a fair share, that the big
companies don’t just rip them off, but they go ahead and get
their permt and then it seens |ike the people gets nothing.

And- - - .

MASON BRENT: Well, it is the Board’s responsibility

to see that people get their fair share, but only to the
extent provided for by the statutes.

(A Horne heir asks if the Board nenbers would |ike
to read the article fromthe paper.)

SH RLEY KEENE: And we are concerned about our

homes, our water, because | cannot afford to just pick up and
leave. I can’t do that. Buchanan County is an eyesore...a
complete eyesore and people’s homes are being tore up. Their

wel | punps are being blowed out of their wells. One man got
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burned al nost to death and things like this that really

concern ne because this is ny nei ghborhood. This is ny hone,

I was born and raised there. And it’s not just an eighth

percent of the gas, it is the damage that is being done.
SARAH DAY: And it is not a fair conpany.

SH RLEY KEENE: And no...and that is our concern.

mean, things that are happening...and that’s why I suggested
t hat sonebody fromthe Board...you live there, you know what
it looks I|ike.

MAX LEW S:  Unh- huh.

SH RLEY KEENE: And see the danmage that is being

done and nmake themtake care of all of this damage out of
their share, not ours.

BRYAN SLAUGHTER: And that essentially, | nean, they

really...for this proceeding today, it’s only according to
her, one percent or whatever the Linkous Hornes have on this
one tract, but their anger is nore than that. [t goes to
people they feel that they’re destroying their land and they
coul d be destroying the water and just the case you had
before this with the sort of run off that occurs because they
can’t build a real road. It’s a dirt road and there’s lot of
environnent to the...danmage to the environnent because of

this and they feel it’s not right.
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MASON BRENT: And this Board is as concerned with

t hose i ssues as anybody.

BRYAN SLAUGHTER: But we realize that.

MASON BRENT: But | would hope, M. Slaughter, that

you knowi ng the law and their avenues of recourse would help
direct themto the areas where they can get sone relief for
their concerns.

BRYAN SLAUGHTER: Yes, I'11l try.

SHI RLEY KEENE: Yeah, we’re pleased with him, that’s

the reason he is with us.

MASON BRENT: Anything else, M. Slaughter?

BRYAN SLAUGHTER: No, we appreciate the Board’s

time. Thank you very much.

SH RLEY KEENE: Thank you for hearing our comments.

MASON BRENT: Thank you for com ng.

MAX LEW S: Thank you.
MASON BRENT: W appreciate it. Any questions from

the Board on this application?
(No audi bl e response.)

SANDRA RI GGS: This newspaper article, by the way,

is about Virginia Gas Conpani es pipeline which is a utility
distribution company, not a gas producer. It’s a different

i ssue than what we have before us here today.
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BILL HARRIS: | believe you need to go to the State

Cor porati on Comm ssi on.

BRYAN SLAUGHTER: Yeah (i naudible).

MASON BRENT: Are there any questions fromthe Board

on this application?
(No audi bl e response.)

MASON BRENT: Hearing no questions, do | have a

nmoti on?

BILL HARRI'S: | nove for approval of the application

as presented.

CLYDE KI NG Second.

MASON BRENT: Ckay. You have a notion and a second.

s there any further discussion?
(No audi bl e response.)

MASON BRENT: There being no discussion. All favor

signify by saying aye.
(Al nmenbers indicate in the affirmative.)

MASON BRENT: Opposed, no.

(No audi bl e response.)

MASON BRENT: No nos. The notion is carri ed.

CLYDE KING M. Chairman, |...the |ady that nmade

the coment about bl owi ng their punps out of the ground.

Hopeful |y, when the gas is ventilated into pipelines that
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will cease to happen. | hope. |Is that not correct, Les?

Pressure of the gas being---.

SANDRA RI GGS: That’s is natural pressure within---.

CLYDE KI NG: That’s a natural pressure.

SANDRA RIGGS: ---a water well. Gas coming up in a
water well, is that the case that you’re talking about? That
was not a gas well. It was a water well.

CLYDE KI NG: 0Oh, that’s gas...natural gas.

SANDRA RI GGS: Wth gas com ng out.

CLYDE KI NG Yeah.

SH RLEY KEENE: Excuse ne. They are not | ust
pumping for coalbed methane. They’re pumping for natural
gas, al so.

CLYDE KING These are natural...these are nethane
wel I's, these are.

SH RLEY KEENE: Wl |, the nethane gas is what cone

up through the well and burnt the nman really bad.

SANDRA RI GGS: But it was a water well that you’re

referring to.
MAX LEW S: Yeah.

SH RLEY KEENE: Right. See, it’s putting pressure

on and the pressure is pushing the gas through the wells

where our water is coming through and it’s blowing up pump
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houses and it’s blow...it blowed up one man. It blowed him
out and he lives in Vansant and it burnt himreally bad.

SANDRA RI GGS: Yeah, I’'m familiar with that case.

SHI RLEY KEENE: And see, things |ike this concerns

me because this is my home. It’s my family’s home.

CLYDE KING It concerns us, too.

SHI RLEY KEENE: And our nei ghbors hones, and we’d

like to do something to stop sone of it, you know, it m ght
save somebody’s life because the man at Vansant could have
got killed. There’s a number of issues that need to be
checked out.

BRYAN SLAUGHTER: W are trying to find the proper

pl ace to take themto. Thank you.

MASON BRENT: What’s the Board’s pleasure? Would

you like to go through the next couple of itens and then
break for |unch?
(Al indicate in the affirmative.)

MASON BRENT: WI Il that do you?

MARK SWARTZ: | can consolidate those two. You

probably need to call both of them, but they’re next to each
other. | can put themtogether and go pretty quickly.
MAX LEW S: Nunber five and nunber six?

CLYDE KING kay. Nunber four and five.
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BlILL HARRI S: Fi ve and si x.

MAX LEWS: Nunber five and si x.

MASON BRENT: All right. The Board will call agenda

item nunber five. The Virginia Gas and G| Board w ||
consider a petition from Pocahontas Gas Partnership under
Section 45.1-361.22 for pooling of a Coal bed Met hane Unit
identified as T-37 located in the OCakwood Coal bed Met hane Gas
Field I, in the Garden District, Jewell Ri dge Quadrangl e,
Buchanan County, Virginia. This is docket nunber VGOB-98-
04/ 21-0650. At the sane tinme, we will consider a petition
from Pocahontas Gas Partnershi p under Section 45.1-361.22 for
pooling of a Coal bed Methane Unit identified as U 37 | ocated
in the Cakwood Coal bed Methane Gas Field |, in the Garden
District, Jewell R dge Quadrangle, Buchanan County, Virginia.
This is docket nunber VGOB-98-04/21-0651. 1I’'d ask that all
interested parties cone before the Board and i ntroduce
yoursel f.

MARK SWARTZ: Mark Swartz and Les Arrington on both.

MASON BRENT: Anyone el se interested in these docket

itens?
(No audi bl e response.)

MASON BRENT: Let the record reflect there are no

other interested parties. You may proceed.
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LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Les, you want to state your full nane,
pl ease?
A Leslie K Arrington.
Q Who do you work for?
A Consol .
Q Who is the applicant with regard to both of

t hese pooling applications?

A Pocahontas Gas Part nershi p.

Q And i s Pocahontas Gas Partnership requesting
t hat Consol be designated operator in each of the units?

A Yes, we are.

Q Pocahontas Gas Partnership is a Partnership
conposed of Consolidation Coal Conpany and Conaco, Inc.?

A Yes, it is.

Q | s Pocahontas Gas Partnership authorized to

do business in the Commonwealth? 1Is it registered with the
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DMVE and does it have a bl anket bond on file?

A Yes, it does.

Q Now, with regard to the people that you’re
seeking pool in T-37 and U-37, do you want to dism ss a
nunber of the respondents in T-37?

A Yes, we do.

Q Okay. To nake it sinple, could I say that
we want to dism ss everyone accept M chael Counts and the
collective reference to the Albert Ball heirs, devisees,
successors or assigns?

A Yes, we do. However, ny revised Exhibit B-3
did not include the Al bert Ball successors and assigns.

Q Ckay. So, the only respondents on T-37 that
we want to proceed with regard to are Mtchell Counts and
Al bert Ball heirs, devisees, successors or assigns as a group
because the people that we’ve been able to identify probably
don’t account for that entire interest, correct?

A They may not, but however, we do hope that
we’ve leased a 100 percent of the interest.

Q | understand. GCkay. In regard to U 37
there’s only one respondent, a Samuel Glen Sproles, and we
want to proceed with regard to M. Sprol es?

A That’s correct.
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SANDRA RI GGS: So, it’s my understanding that you’ll

submt a revised Exhibit B-3 that will add back in the Al bert
Ball heirs?

MARK SWARTZ: Right, on T-37

Q Both of these units are eighty acre units?
A Yes, they are.
Q You’ re seeking to pool both of them under

the Cakwood | rules which would apply to frac wells?
A Yes.

Q And you’re seeking to pool and produce from

the Tiller and bel ow?

Yes, we are.
O actually, | should say from bel ow t he
Tiller?
A From below the Tiller, that’s correct.
Q Are the...are the wells here associated with
m ne devel opnent ?

A Yes, they are.
Q And is it...are they both...are all of these

wel | s above the projections for the Buchanan Nunber One m ne?

A Yes, they are.
Q And in T-37, we’re showing one well---7?
A That’s correct.
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Q ---which is clearly within the drilling

units or drilling w ndow?

A Yes.

Q And in U 37, how many wells are we show ng?

A Two.

Q And are both those also within the drilling
w ndow?

A Yes, they are.

Q So, we don’t need an exception with regard

to any of these wells?

A That’s correct.

Q Wth regard to T-37...I'm sorry. With
regard to U-37 where there are two wells projected, how many
well...the costs of how nmany wells wll be allocated to

peopl e who m ght produce?

A Only one.
Q What is the estimate with regard U 377
A. U-37, the estimate costs is two hundred and

forty-si x thousand seven hundred and thirty dollars and forty
cents ($246,730.40) with the approxi mte depth of 2292 feet.

Q And again, that’s the approximate depth of
t he Pocahontas Nunber Three sean?

A. Yes, it is.
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Q And you prepared these estimtes on March

19th, 1987
A Yes, | did.
Q I'm sorry. March---7?
A Ri ght .
Q ---yeah, March 19th, ‘98. The cost estimate

with regard to T-37 i s what anount?
A Two hundred and forty-six thousand ei ght

hundred and twenty-six dollars and fifty cents ($246, 826.50).

Q And the estinated depth there is?
A 2268 feet.
Q And again, you prepared that estinmate on

March 19, 1'98?

A Yes, | did.

Q Did you mail to all of the respondents
listed in both of the notices?

A Yes, | did.

Q And have you filed today the proof of

mai ling or certification of mailing and rel ated exhibits?

A Yes, | have.
Q Did you al so publish?
A Yes, we did. In the Bluefield Daily

Tel egraph on March 31st, 1998.
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Q
publication with

A
Q
A
Q
to revised Exhi bi

Counts’ interest

A
Q

i nterest?

21st or 31st?

31st, I'm sorry.

Ckay. And what was published?

The notice of hearing.

Okay. And have you filed a certificate of
regard to both those publications?

Yes, | have.

Okay. And that’s in the packet of exhibits?
Yes, it is.

Wth regard to T-37, | direct your attention
t A page two, and that shows the Mtchel

as the only interest to be pooled?

Yes, it does.

The 1.5625 percent of the oil and gas

Yes, it does.

And you’ve obtained | eases froma 100

percent of the coal owner’s interest in coalbed methane?

A.
Q

Yes, we have.

And from the Albert Ball heirs that you’ve

been able to identify, correct?

A
Q

Uh- huh. . . yes.

And so the outstanding oil and gas interest,
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al t hough the revised Exhibit that nunber will change because
you’ll be adding back in the Ball heirs, correct?

A The revised Exhibit A page two, reflects
the interest of the Albert Ball heirs that we have | eased and

hopefully there is no outstanding interest.

Q kay. Okay. So, that will remain the
sanme---7?

A Yes.

Q ---it does not need to be revised?

A That’s correct.

Q Ckay. Wth regard to U-37, A page two in
the original application demonstrates that you’ve obtained
CBM | eases froma 100 percent of the coal owners?

A Yes, it does.

Q That you have | eased 99. 85 percent of the
coal bed nethane interest of the oil and gas owners?

A That’s correct, we have.

Q And that the open unleased interest of M.
Sproles is .15 percent?

A Of the o0il and gas interest, that’s correct.

Q All right. And that’s what you’re seeking
to pool in...with regard to the application in U 37?

A. That’s correct.
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Q With regard to the leases that you’ve
obtained in one instance sone 98 percent of the acreage...the
oil and gas acreage has been | eased and with regard to the
ot her sone 99 percent, what are the term..the basic terns
t hat you have offered?

A Qur standard coal bed net hane | eases are
dol | ar per acre rental, one-eighth royalty with a five year
term The dollar per acre rental is payable until production
begi ns and then a one-eighth royalty.

Q Now, in...with regard to both of these

applications, Exhibit B-3 only sets forth one percentage,

correct?

A That’s correct, i1t does.

Q But that percentage for each respondent
woul d be the percentage that would be used to cal cul ate

carried interest, participation interest or royalty interest,

correct?
A That’s correct.
Q Ckay. Is it your opinion that the
devel opnent plans disclosed by the mne plan and by these two

pooling applications represent a reasonable nethod to
devel op, produce and capture the coal bed net hane under these

units and sell those resources and distribute the revenue
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toward...to the working interest owners and to the royalty
owner s?
Yes, we do.

Q And woul d you recomrend these net hods as
a...to the Board and recommend that they pool these two units
so that the contenpl ated operations can proceed?

A Yes, we do.

Q That’s all I have.

MASON BRENT: Any questions fromthe Board?

CLYDE KING Are we to do these separately, M.

Chai r man?

MASON BRENT: Yes, yes.

CLYDE KING kay. | nove we approve nunber 5.

MASON BRENT: Which is VGOB-98-04/21-06507?

CLYDE KI NG Yes, sir.

Bl LL HARRI S: Second.

MASON BRENT: | have a second. Any further

di scussi ons?
(No audi bl e response.)

MASON BRENT: Al in favor signify by saying aye?

(Al nmenbers indicate in the affirmative.)

MASON BRENT: Opposed?

(No audi bl e response.)
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MASON BRENT: There bei ng no opposition, the notion

is carried. Do we have a notion with regard to VGOB- 98-
04/ 21- 06517

BILL HARRIS: M. Chair, | nove for approval of that

item also?

MASON BRENT: M. Harris has noved. Is there a

second?
MAX LEWS: | second it.
MASON BRENT: W have a second. Any further

di scussi on?
(No audi bl e response.)

MASON BRENT: There being no discussion. Al in

favor signify by saying aye.
(Al nmenbers indicate in the affirmative.)

MASON BRENT: Opposed?

(No audi bl e response.)

MASON BRENT: No opposition. The notion is carried.

MARK SWARTZ: Thank you very nuch

MASON BRENT: Thank you. It’s twenty minutes after

twelve, what’s the Board’s pleasure. Would you like to go
for lunch?

Bl LL HARRI S: What do we | ook |ike?

MASON BRENT: We |l ook like a full afternoon.
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JILL HARRI SON: We won’t take very long at all.

SANDRA RI GGS: They’re withdrawing funds on Torch.

MASON BRENT: Wbuld you like to hear sone of thenf

LESLI E K. ARRI NGTON: You’ve only got ten.

JILL HARRI SON: Les, you’re through, go on. Don’t

cause problems. No, we’ll...whatever the Board decides is
fine. I just wanted to let you all know I didn’t think we’d
take very | ong.

BILL HARRI S: Wose...are they next?

SANDRA RI GGS: They’re withdrawing funds like we had

last tine, Torch.

TOM FULMER: | think some of them..of think

everyone of those...the next ones is going to be 